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PROFESSIONAL NOTES 


Birthday Honours for Accountants 
We congratulate Mr. C. J. G. Palmour, F.C.A., 
senior partner of Whinney, Smith and Whinney, 
Chartered Accountants, upon the honour of Knight- 
hood to be conferred upon him. Mr. Palmour was 
President of the Institute of Chartered Accountants 
from 1938 to 1944, and gave unstinted service both 
to the Institute and to the accountancy profession 
generally during this unprecedented time of difficulty 
and strain. We also have pleasure in recording the 
following honours : 
Sir William Henry Peat, K.B.E., M.A., F.C.A., 
Financial Secretary, Ministry of Food : G.B.E. 
Mr. Hugh Matheson Foster, President of the 
Law Society : Knight. 
Mr. Sydney Parkes, C.B.E., Chairman, City of 
London Savings Committee : Knight. 


Mr. W. Dudbridge, A.S.A.A., Inspector of 
ed National Audit Department : 
B.E 


Mr. J. T. Lewis, F.C.A., Area Accountant, Meat 
and Livestock Division, Midland Area, Minis- 
try of Food : O.B.E. 

- Mr. W. H. Parton, A.C.A., Senior Manager, 

Price, Waterhouse and Co. : O.B.E. 

Mr. C. H. Pollard, F.S.A.A., Hon. Secretary and 
Treasurer, Hull and District Savings Com- 
mittee : O.B.E. 


New President of the Institute 


The new President of the Institute of Chartered 
Accountants is Mr. Edward Furnival Jones, F.C.A., 
F.S.A.A., senior partner of Allan, Charlesworth and 
Co., London. Mr. Furnival Jones, who has been prom- 
inent in professional education, icularly in the 
Chartered Accountants Students’ Society of London 
and the Incorporated Accountants Students’ Society 
of London, has been a member of the Society of 
Incorporated Accountants since 1899. He is an 
accountancy representative on the University Joint 
Committee, which has initiated the scheme of Uni- 
versity education. The new Vice-President of the 
Institute is Mr. G. D. Shepherd, M.B.E., F.C.A., of 
Gilbert, Shepherd, Owen and Co., Cardiff. 


Articled Clerks and Military Service 


From the beginning of next year, only men born 
in or after 1929 will be called up to the Forces, apart 
from those born in 1927 and 1928 who were in course 
of being called up in December, 1946. Those joining 
the Forces in 1947'will serve for two years and, as 
at present planned, the period of service of men 
called up in 1948 will vary from two years if the 
calling up is in January, 1948, down to one and 
six months if it is in December, 1948. From the 

inning of next year articled clerks called up “ will 
be eligible for deferment for the period necessary to 
complete their training,’ provided that the Ministry 


of Labour are satisfied that the articles of clerkship 
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' were begun at the age customary for the profession, 


and that deferment of military service is necessary. 
No doubt some articled clerks will prefer to complete 
their military service before going far with their 

in the profession. So far at least as the 
Society of Incorporated Accountants is concerned, it 
will be possible in such cases for articles to be entered 
into before military service, even if the period in the 
profession preceding call-up is very limited. Others 
will prefer to seek deferment until the passing of the 
final examination. The details of such deferment are 
not yet announced, and we understand they are now 
being formulated, but the general announcement 
already made, from which we have given a quotation 
above, appears quite unambiguous. 


Grants for Further Education 


We reproduce on page 221 a notice on a welcome 
extension of the previous practice of the Ministry of 
Labour in the granting of maintenance awards to 
accountancy clerks. It will be seen that following 
representations by the accountancy bodies, the 
Ministry have now agreed to receive applications for 
grants from ex-articled clerks who have completed 
the period of service required of them under regula- 
tions of the professional body concerned, but who 
require further practical experience, as well as 
theoretical training, before taking the final examin- 
ation. The Society has taken steps to have a standard 
form of agreement drawn up on the basis of the heads 
of agreement appended to the announcement, and 
copies may be obtained from Incorporated Accoun- 
tants’ Hall on request. S 


The Chancellor and the Local Authorities 


At the Labour Party Conference at Bournemouth 
the Chancellor of the Exchequer made two important 
pronouncements: one concerned local rating, and the 
other the block grant to local authorities. As 
to the first, the Chancellor indicated that the 
Government had the system of local rates under 
examination, and implied that decisions might be 
taken in the relatively near future. Local authorities 
know that the imperfections of our present system 
of local rating have been canvassed ad nauseam 
during the past few years, and that the Ministry of 
Health have been for a long time fully alive to the 
deficiencies of the system. Whether the system will 
be supplanted is another matter ; an attempt to mend 
the system rather than to end it is to be expected. 
It is significant that over a large part of the world 
the bulk of local taxes take the form of a tax on real 
property, though it is true that capital value is often 
substituted for our annual value. 

The second statement of the Chancellor is equally 
important. The effect of the policy of the present 
Government must inevitably be to make changes in 
the block grant imperative. On the one hand the 
transfer of hospitals and institutions and out-door 

-relief to central funds will relieve local funds; on the 
other hand, local authorities, in the next few years, 
must face additional expenditure on education, housing, 
and other services. The situation will be further 
complicated by the grant provisions of the National 


Health Service Bill. Some modifications in the block 
grant are thus inevitable, and it would be difficult 
to object to the proposal to use the block grant as 
a more effective means of redressing the inequalities 
between rich and poor authorities. Indeed, the 
interim adjustment made to the block grant under 
recent legislation was designed to achieve this end, 
as regards the additional monies which are to be 
distributed under the interim arrangements. Mr. 
Dalton’s hint that the rich authorities might probably 
receive nothing from the block grant of the future 
suggests that the Government intend to press the 
principle of the block grant as an equalising medium 
to its logical conclusion. The whole burden of recent 
studies on local taxes has been that the disparities 
between rich and poor authorities are too marked. 
Any reform of local taxation must take as one of its 
chief aims the removal of this defect. 


Accounts of the Nationalised Coal Industry 


When the Bill nationalising the coal industry was 
in Committee stage in the House of Lords further 
attempts were made to secure that the accounts of 
the nationalised industry would be full and inform- 
ative. But, like the previous attempts, they failed. 
One amendment sought to have the National Coal 
Board keep accounts in accordance with the Com- 
panies Acts ; another laid down that it should prepare 
a balance sheet, trading account, and profit and loss 
account, not only for the whole industry but also 
separately for each colliery and each branch of ac- 
tivity. In very general terms the Government 
professed to admit the need for informative accounts 
but refused to have an obligation laid down in the 
Bill; though Lord Winster promised to bring the 
point before the Minister of Fuel and Power, the 
Minister’s statement in previous debates in the 
lower House does not give hope that any improve- 
ment will be accepted. The Minister’s attitude 
is regrettable. When the tendency in the realm 
of private business is towards fuller and more in- 
formative accounts, and when future legislation will 
undoubtedly carry this tendency much further, it is 
a retrograde step to leave the present vague words 
in Clause 30 of the Bill dealing with accounts. ‘“‘ The 
Board shall keep proper accounts and other records 
in relation thereto, and shall prepare in respect of 
each financial year of the Board a statement of 
accounts in such form as the Minister may direct.” 


Lord Winster fell back upon the extraordinary 
argument that it would be for the auditors of the 
Board to draw attention to any shortcomings in the 
form of the accounts, and implied that it was part 
of their normal duty to see that the accounts took the 
best possible form. This really is extending their 
pe fy re nagesae too far. As Viscount Swinton pointed 

“the auditor, as such, has no right to say in 
ere form accounts are to be kept, provided they 
comply with the rules of the company. A wise com- 
pany takes its auditors, so to speak, into partnership 
with it, and goes most carefully with the auditors 
into the form the accounts are to take, that is, if 
it is a business which wishes to give the fullest 
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possible information and keep accounts in the fullest 
possible manner.” The auditor can and does advise 
upon various s of his clients’ accounts—and 
frequently, indeed, of his business—but he has no 
formal duties in regard to the form of the accounts, 
which, in the case of companies, is salsaieied the 
responsibility of the directors. 


Fixing Coal Compensation - 

Meanwhile, the Tribunal appointed to assess the 
global compensation due to the coal industry has 
commenced its work and is to conduct its hearings 
in camera. During the proceedings broad economic 
and accounting implications will arise, and of these 
the public, it appears to us, is entitled to be made 
aware. As the ultimate, though compulsory, pur- 
chaser of the industry, the taxpayer has an interest 
in the amount of the compensation, and can only 
fully satisfy this interest if he can make himself 
acquainted with the methods by which the global 
figure is fixed. It is to be hoped that the report 
of the Tribunal will be a complete and detailed one. 
The hearings will last for at least six weeks, and 
afterwards comes the far longer process of splitting 
the global figure among the hundreds of separate 
concerns. An outline of the way in which this will 
be done was given in the February issue of ACCOUNT- 
ANCY (pages 89 to 91). 


Post-War Credits for Old People 


Forms for claiming post-war credits by men over 
65 and women over 60 can now be had at all post 
offices. The years for which claims can be made are 
1941-42, 1942-43, and 1943-44, and the credits will 
be paid in cash at the end of the summer. Full in- 
structions about making the claim are given in the 
form. About a million people will be able to claim 
payment of their credits. 


Board of Trade Accountant Adviser 


Mr. R. E. Yeabsley, C.B.E., F.S.A.A., F.C.A., a 
member of the Council of the Society of Incorporated 
Accountants, who has for some time been Accountant 
Adviser to the Central Price Regulation Committee 
and adviser to the Board of Trade on accountancy 
matters in connection with price control, has now 
been appointed to be Accountant Adviser to the 
Board. In this wider sphere of activity, Mr. 
Yeabsley will be available for advice on all account- 
ancy matters the work of the Board of 
Trade, except in respect of raw materials. 


Tax-Free Payments 
Upon June 21, as reported in The Times of June 22, 
the House of Lords gave a decision in Berkeley v. 
Berkeley of considerable importance, affecting the 
interpretation of Section 25 of Finance Act, 1941, 
whereby it was enacted that in the case of tax-free 
payments under deeds, wills, etc., made before 


September 3, 1939, and not varied after that date, . 


the “‘ freedom ” was limited to 5s, 6d. in the £ so long 
as the standard rate of tax was 10s. in the {. The 
section, despite its attempt to cover all cases of the 
kind, has proved fruitful of litigation and shown 
once more the perils which beset the legal draftsman. 
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The initial words of the section are “ Subject to the 
provisions of this section, any provision however 
worded.” In In re Waring ((1942), Ch. 309, C.A. 
426) Farwell, J., had held that in the case of a will 
the provision thereunder did not become a “ pro- 
vision” until it had become a “ benefit,” i.e., after 
the death of the testator ; but the Court of Appeal 
had unanimously reversed this decision, holding that 
the relevant date was that of the will, etc. Now the 
House of Lords has reversed the Court of Appeal’s 
and restored the Farwell construction. 


Finance Bill Amendments 

In his. speech at the Society’s annual general 
meeting Mr. Fred Woolley, the President, referring 
to terminal expenses and E.P.T., said: “I think we 
might reasonably expect subsequent provision to be 
made to cover a tax-payer who has been unable, 
owing to conditions beyond his control, to effect the 
deferred repairs by 1948.’’ The Chancellor of the 
Exchequer has that a strong case was pre- 
sented at the Committee stage in the House of 
Commons to the effect that it might be impossible— 
and in view of the pressure upon available labour and 
materials even undesirable—to complete deferred 
repairs by 1948. He said he would give sympathetic 
consideration to an amendment before the Report 
stage. The Government also accept in principle the 
argument that gifts made inter vivos to a charity 
should be exempt from death duty if made more than 


one year before the death of the donor, instead of . 


two years, as proposed in the Bill, and will put down 
an amendment at the Report stage. There was also 
some indication of a possible concession from the 
Chancellor in regard to the allowance of rehabilita- 
tion costs against profits tax and income tax ; after 


debate on this point, he said that he would study the ~ 


arguments between now and the Report stage to see 
whether anything could be done. 


** Recent Tax Cases ”’ 


Mr. R. A. Furtado, Barrister-at-Law, who, after 
service with H.M. Forces, resumed his contributions 
to AccounTANCY last November, under the title 
“Recent Tax Cases,” has been appointed a Special 
Commissioner of Income Tax (as noted in our June 
issue). He is unable, therefore, to continue these 
notes. We are glad to announce that Mr. W. B. 
Cowcher, O.B.E., B.Litt., Barrister-at-Law, who 
maintained this feature in the absence of Mr. Furtado 
throughout the war, is r ing his contributions. 
We look forward to more of his interesting reports 
and constructive criticism. 


Government Controls 


The book Government Controls, reviewed on page 
220 of this issue, which is sponsored by the Society 
of Incorporated Accountants, together with the other 
main accountancy bodies, can be obtained on appli- 
cation to Incorporated Accountants’ Hall at the price 
of 2s. 6d. net (2s. 9d. free). As the number of 
copies is limited and a considerable demand is ex- 
pected, members are advised to apply early if they 
wish for copies. 
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ACCOUNTANCY 


Formerly the Incorporated Accountants’ Fournal 
Established 1899 


The Annual Subscription tt ACCOUNTANCY is 

125. 6d., which includes postage to all parts of the world. 

The price of a single copy is 15. od., postage extra. 

All communications to be addressed to the Editor, 

Incorporated Accountants’ Hall, Victoria. Embankment, 
London, W.C.2. 


CO-ORDINATION OF THE 
PROFESSION 


June, 1946, marked a climax in the history of the 
accountancy profession. Early in the month special 
general meetings of the six main bodies considered and 
voted upon the draft of the proposed Public Accoun- 
tants Bill, published in full in our last issue. At each 
meeting an emphatic majority of members recorded 
agreement with the Bill and empowered their repre- 
sentatives to carry it farther on their behalf. The first 
step had been taken in the fulfilment of the hopes that 
members of the Society have held for many years for 
the statutory recognition of the profession—now ap- 
propriately expressed by the use of the word “co- 
ordination.”” The Society has special reason to welcome 
this marked support accorded by the accountancy 
profession for the principles which it has had so con- 
sistently at heart. 


No less encouraging was the reception of the draft 
Bill by the public. So far as Press reports are a correct 
guide to public opinion—and in an issue of this kind they 
are probably a very sure indication—the measure has 
practically unanimous approval. The report of the Cohen 
Committee on Company Law Amendment, with its 
insistence upon the importance of the auditors’ functions 
and upon the value of proper qualifications, had created 
@ pronounced receptiveness for a measure of this kind. 
The. business world has suffered from the failure of the 
accountancy profession to co-ordinate itself in the past 
and recognises the gains that will accrue if this well- 
conceived Bill becomes law. 

It was right and appropriate that at the Special 
General Meeting of the Society of Incorporated Accoun- 
tants, Mr. Fred Woolley, the President, should have 
laid stress upon this aspect of the public interest. For 
the last half-century the accountancy profession has 
been passing through its formative stage ; it has now 
reached the stage of maturity, when tegulations, 
unobtainable by the several accountancy bodies acting 
separately, have become essential. Indeed, in a very 
real sense, the draft Bill expresses formally just this 
progress from the one stage to the next. A profession 
cannot attain that respect from the public which alone 
will give it the real substance of maturity unless it 
places the public interest foremost. Without this, even 
the legal status conferred by the letter of the law, as 
contained in the Public Accountants Bill, would be of 
little consequence. 
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When any member of the public can be sure that in 
engaging a “ Public Accountant” he is obtaining the 
services of a practitioner who has passed examinations 
of a properly defined standard, who has undergone a 
minimum period of professional training, and who is 
subject to disciplinary sanctions—in short, when the 
Public Accountants Bill becomes law—the prerequisite 
of a co-ordinated accountancy profession will have been 
attained. But it will be necessary for the profession to 
be continually adaptive in satisfying the needs of a 
changing society and to miss no opportunity of raising 
the ne A of its members’ competence and reliability 
in the service of the public. That, as we conceive it, 
is the main purpose and function of the Public Accoun- 
tants’ Councils that are to be set up under the Bill. 
They will co-ordinate and lead the attempts of the 
individual bodies to elevate the professional status of 
the accountancy profession. There can be no disputing 
that this process will redound to the benefit of practising 
and non-practising members alike. It is no exagger- 
ation to say that the profession could not expect to 
advance far beyond what we have called the formative 
stage without this measure of co-operation. 

As we see the situation, it is this co-ordinated action 
towards a common end which constitutes the signal 
achievement of those who worked for this Bill. That, 
even more than its licensing provisions will, we predict, 
be marked by future generations of accountants as its 
salient feature. 


It is, nevertheless, not surprising that at the Society’s 
meeting, a full report of which is on pages 222 to 230, 
rather narrower issues were in some members’ minds. 
The meeting was called,,after all, to consider the detailed 
provisions of the Bill. By the same token, it was perhaps 
inevitable that a major part of the discussion should 
have been critical of parts of the Bill, particularly 
Clause 18. Those members most closely affected by this 
particular clause were represented in full and were 
vocal in their criticism. The far larger numbers of 
members who saw nothing to criticise in this clause 
or in any other provision of the Bill stayed away from 
the meeting, or, if they attended, expressed consent by 
silence. It is significant that the majority of the critics 
voted for the resolutions approving the Bill and author- 
ising the Co-ordination Committee to carry it further. 


Clause 18 was attacked by a number of members on 
the grounds that it requires Incorporated Accountants 
who have not had five years’ service in a practising 
accountant’s office during the course of their training 
to undergo two and a half years of such service if they 
wish to enter public practice after the first licensing 
date. Before that date there is naturally no restriction 
upon their entrance into practice at will. It was con- 
tended by members who are municipal or government 
accountants that those of them who did not serve five 
years in a practising accountant’s office will lose a valu- 
able right by the provisions of Clause 18—the right to 
leave their existing vocation if and when they wish and 
to engage in practice. 

We hope that the Co-ordination Committee as a whole 
may be able to admit the strength of the case for a 
modification of this particular provision. 

There are other minor points arising out of the dis- 
cussion at the meeting and from correspondence with 
members which will be brought before the Co-ordination 
Committee in the near future. It is to be hoped that 
agreement will rapidly be reached on all issues and that 
the draft Bill will be adopted by the Board of Trade and 
brought before Parliament as a Government measure 
at the earliest possible date. 
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Taxation and Industrial Re-Equipment 


The Working Party Reports 


By FRANK BOWER 
(Chairman of the Finance and Taxation Committee of the Association of British Chambers of Commerce) 


It is significant that the reports of working parties 
on cotton and on pottery should both have some 
criticisms to offer of the Income Tax Act, 1945. That 
enactment was the outcome of over a year’s investi- 
gation and deliberation by officers of the Inland 
Revenue Department, and it represents their con- 
sidered plan for the tax treatment of. industrial 
buildings, plant, and equipment. Yet the first two 
working parties to report find that it is not what it 
should be for the industries they have investigated. 


Recommendations of the Cotton Report 
The cotton report states (page 89) : 

“. . . owing to the operation of E.P.T. on a low 
standard and to the inadequacy of depreciation 
allowances for accumulating replacement funds com- 
mensurate with current replacement costs, the industry 
has not been able to build up sufficient resources to 
finance a full re-equipment programme.” 

and on page 91: 

“ Taxation. The present system for taxing indus- 
trial profits has prevented and is preventing the 
accumulation of adequate replacement funds from 

Later, on 200, it devotes a recommendation 
(Number XXVII) to general taxation policy. After 
referring to the improvements made by the 
Income Tax Act, 1945, the working party considers 
that they do not go far enough owing to the rise in 
replacement costs, the increased possibility of obso- 
lescence, and the possible absence of profits in a few 
years’ time. It recommends : 

(a) that 60 per cent. of the cost of machinery should 
be written off in the first five years ; 

(6) that normal depreciation should be increased so 
as to cover the risk of obsolescence as well as wear 
and tear. 

(c) that the depreciation allowances should be calcu- 
lated on values which are more in relation to 

t-day replacement prices, and not on cost, 
> adding a percentage to the original cost. 
The report of those members who differed on some 
conclusions also accepted the recommendation on 
taxation. 

Recommendations of the Pottery Report] 
The pottery report on page 7 is “ convinced that 

depreciation allowances for income tax purposes have 
a direct ' on the conduct of an industry, and 
that there isa close association between the small 
pre-war allowances and the continued employment of 
antiquated buildings and processes.” The Income 
Tax Act, 1945, it states, will go some distance but 
not far enough to improve pre-war conditions. It 
hardly affords any relief for scrapping an old building 
and actually encourages the retention of it. 

The specific recommendation is made that the 


depreciation allowance on buildings should write 
them off in twenty-five years. 

In Appendix I it claims that as regards old build- 
ings, the entire unallowed cost should be given when 
they are scrapped or sold, and as regards new build- 
ings, that is, those erected after April 5, 1944, the 
initial allowance should be increased from 10 per cent. 
to 20 per cent., and the annual allowances from 2 per 
cent. to 3 per cent. These increases would allow for 
a total write-off over 27 years. 

No criticism is offered of the treatment of kilns 
so long as they are regarded as plant, and receive 
32} per cent. in the first year and 12} per cent. on 
written-down value in later , but it is recom- 
mended that the “ straight line ” method should be 
permitted for plant generally. 


Taxation and Development 

Both reports assume that with present and prospec- 
tive levels of taxation the tax treatment of depre- 
ciation, obsolescence, and loss on disposal is a powerful 
and flexible influence on development policy. This 
may or may not be true ; in many cases the tax treat- 
ment is only one, and not a major one at that, among 
the considerations which turn the decision from 
maintenance of the old to installation of new build- 
ings and machinery. To analyse the complaints, 
they are based on three separate grounds, namely : 

(1) The Treasury estimate of normal life of buildings 
and plant is too long. 

(2) The Treasury refuses to correct the injustices of 
past years, when inadequate or no allowances 
were given for buildings, in that it refuses a 
terminal allowance on the occasion of sale or 
demolition which is equal to net cost less the 
allowances actually given previously. 

(3) To write off the cost of the old asset which was 
purchased in pre-war pounds does not provide a 
sufficient fund to purchase a new asset because 
prices have risen to a new level of something be- 
tween ost artic ida catonsen of the original 
costs. 

It is necessary to preface consideration of these 
specific complaints with the fact that any scheme to 
be satisfactory must be such that it can be applied 
to all businesses. It would be unsound to use the 
Income Tax Acts as an indirect means of subsidising 
some businesses at the expense of the others. The 
recommendation of the cotton report on grants to 
be paid out of: the re-equipment levy falls down on 


that 
1. Estimate of Life 

Rpete Deroarrnn one Semasee My the eaten @ 
wear and tear to be allowed for plant and machinery 
The request of the cotton to be permitted to 
write off 60 per cent. in the five years would be 
achieved with a basic rate of 10 per cent., which is 
not unreasonable. If an industry can prove the 
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normal useful working life of a machine, the Inland 
Revenue will agree a basic rate accordingly. The 
extra 25 per cent. of the allowance can then be 
regarded as a contribution to the obsolescence 
factor. 

The request of the pottery report to permit wear 
and tear allowances to be given on the “ straight line ” 
or “ flat rate ” method, is met already, provided that 
the taxpayer is prepared to keep the necessary records 
and to face the difficulty of change-over from the 
“ reducing value ” method. 

As regards buildings, the Income Tax Act, 1945, 
fixed 2 per cent. as an average for all types of indus- 
trial buildings, in preference to fixing different rates 
for different classes of construction. There is little 
doubt that 45 years is too long for the efficient life 
of an industrial building, and that the pottery report 
is right in saying that the day of the permanent 
factory has gone. The recommendation to increase 
the initial allowance to 20 per cent. for buildings is 
sound, as also is the request to increase 2 per cent. 
to 3 per cent. for the annual allowance, provided that 
the next obstacle is satisfactorily overcome. 


2. Past Depreciation and Obsolescence of 
Buildings 

' The theory of the Income Tax Act, 1945, is that a 
building is gradually falling in value equally over its 
presumed life of 50 years. To the extent that this 
loss has expired before April 6, 1946, without being 
recognised for tax purposes, the official view is that 
the country cannot afford to allow the backlog after 
April 6, 1946, at the moment that the final loss is 
quantified by a sale or demolition. The pottery report 
avers that, on the contrary, the country cannot 
afford not to do it, because the Act reduces the tax 
loss the longer the old building is retained up to 50 
years from date of erection. This is true for demoli- 
tions, but it works in the reverse direction if the old 
buildings are sold at a price exceeding the tax written- 
down value ; the excess over the tax value would be 
taxable as a profit, up to a ceiling of the allowances 
actually given. In view of the rise in values, this 
factor cannot be overlooked. 

Even so, it would appear that the proper angle 
from which to view the choice of the two methods is 
to enquire which will increase the productivity of 
industry. It is desirable to encourage scrapping and 
to discourage any traffic in old buildings at high 
prices. From this standpoint the Income Tax Act, 
1945, should be amended so as to provide for a final 
allowance or charge which compares the original cost 
less sale proceeds with the allowances previously 
given. 

If this point is not conceded the increase in the 
annual allowance from 2 per cent. to 3 per cent. will 
create even a bigger tax loss on scrapping old build- 
ings because the notional allowance will also be 
deemed to be 3 per cent., and there will be no allow- 
ance after the 33rd year from the date of erection. 


3. Depreciation based on Replacement Values. 

The recommendation of the cotton report appar- 
ently realised that it was treading on delicate ground 
because it did not recommend that depreciation 
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should be calculated on replacement values (which 
necessarily can only be estimated and the estimate 
revised periodically), but on cost plus a percentage 
which would bring such cost into nearer relation 
with replacement costs. This, of course, only arises 
after a rise in the price level ; it would not be sug- 
gested after a fall in the price level since the date of 
purchase. It also involves that the percentage to be 
added would require to be different according to the 
year of purchase and the type of expenditure by 
reference to recognised indices of prices of such goods. 
It is noteworthy that the French have recently passed 
a decree authorising the revaluation of assets into 
terms of devalued francs, and permitting the depre- 
ciation on the increased franc figure to be deducted 
for tax p . The price indices and the per- 
centages are fixed by the decree. 

This suggestion is but one facet of the difficult 
problem created by inflation. Inflation has taken 
place and may go further, but it is not officially 
recognised. There is a long way to go before it can 
be expected that a taxing act will recognise it, and 
provide some protection to industrialists from the 
evil effects of inflation. 

The Inland Revenue answer—and there is much 
to be said for it—is that the tax allowance on the 
dearer asset will be allowed over its life just as the 


-old asset was allowed over its life, and that it is not 


proper to treat as a present-day loss a reserve for 
something which is going to happen in the future. 
That is the function of the general and contingency 
reserves in the balance sheets. That answer, however, 


’ ignores the fact that if there are no such reserves it 


is necessary to borrow in order to replace worn-out 
assets. The complaint of the cotton report in this 
respect is really a general complaint against excessive 
taxation which deprives a business of the finance 
necessary for the healthy renewal of its equipment 
rather than a criticism of writing-off allowances for 
tax purposes. The appropriate remedy for this, in 
the absence of a general reduction of taxation, is 
the one pressed upon the Chancellor but rejected 
by him before the Income Tax Act, 1945, was enacted. 
This course would subject profits of a business which 
are re-invested in the business to a lower rate of tax 
when they are earned, with a supplement of tax to 
be levied when they are distributed. The Chancellor’s 
reply was that he could not put a premium on the 
mere act of saving, and the Revenue Officers con- 


tended that the suggestion was not workable from 


the practical aspect. Events have proved that 
retention of profits for re-equipment is not an act of 
saving but a replacing of lost capital which has dis- 
appeared owing to loss in purchasing power of the 
currency. Without such retention of profits .the 
business could not have maintained its equipment 
except by raising new capital. - The ,objection on 
practical grounds falls away after the experience of 
calculations of capital employed in a business for 
Excess Profits Tax purposes. 

There is substance in the cotton report’s complaint 
of increased replacement costs, but their recommenda- 
tion to increase depreciation allowances is not the 
appropriate remedy. 
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Market Research—II 


BY ROBERT SILVEY 


Matters of fact and behaviour are both more 
easily, and more reliably, determined than are 
matters of opinion. When it is possible, therefore, 
to deduce opinion from behaviour or fact, it is wiser 
to collect data on the latter rather than on the 
former. Thus, information about the actual fre- 
quency with which, other things being equal, a sample 
of the public buys an article marked “ guaranteed 
100 per cent. pure ” in preference to one not so marked, 
is likely to be a more reliable indication of the effec- 
tiveness of this phrase than is information about the 
frequency -with which the same sample explicitly 
state they have or have not faith in such a guarantee. 

But even in the framing of questions of fact or 


_ behaviour there must be regard for the fallability of 


memory. “ How many times a month do you buy 
razor blades?” will not yield so reliable an answer 
as “ Have you bought any razor blades within the 
last twenty-four hours?” (It is always salutary for 
a manufacturer to remember that the product which 
monopolises his waking thoughts is at best, so far as 
most of the public are concerned, only on the peri- 
phery of consciousness.) 

It is extremely dangerous to pose questions which 
deal with hypothetical situations (e.g., ““ Would you 
like your radio set to be fitted with a remote control 
switch, and how much do you think it would be worth 
paying for such a convenience?”) Unless the 
respondent has had some direct or vicarious experience 
to form a basis for his reply, such questions can yield 


- little information of value. If they cannot be avoided, 


they should be expressed in terms which, as far as 
possible, will actualise the situation. (A less dubious 


form of the example given above would be: “If 


you were buying a new radio set and you had to 
choose between two models, one costing {20 and 
having a remote control switch, and the other without 
such a convenience, but otherwise identical, for 


{17 10s., which would you choose ? ”) 


The. questionnaire draftsman will, of course, be 
constantly on guard against the ambiguous question. 
The ambiguity he will avoid will not merely be the 
simple ambiguity which arises from the use of terms 
which have more than one . He must be 
equally vigilant to avoid what may be called psycho- 
logical ambiguity—the use of forms of words which, 
though literally impeccable, in fact convey a wrong 
impression. Father Brown once pointed out that the 
question ‘‘ How many people are there here ? ” when 
put to a week-end hostess by a newly-arrived guest 
would bring an answer which would be quite different 
—though no less honest—than if the same question 
had been put by a doctor investigating an outbreak 
of infectious disease, for in the latter case the hostess 
would presume the question included her servants, 
whereas in the former she would not. 

If time permits, the draft questionnaire will be 
put to the test of a Pilot Survey consisting of a 
limited number of interviews—insufficient, no doubt, 
for statistical purposes, but adequate as a test of 


the questionnaire’s practicability, 


Interviewers 

The questionnaire devised and tested, much will 
now depend upon the training of interviewers who 
should be made as fully conversant as possible with 
the subject of the enquiry, and should have ample 
opportunity for raising matters of doubt. 

The bugbear of interviewing is investigator bias. 
It is comparatively easy to guard against deliberate 
bias by careful choice of interviewers, proper training, 
and adequate briefing. (If the interviewing staff is 
not being directly employed by those for whom the 
enquiry is being made, there is much to be said for 
withholding from them the name of the sponsoring 
concern. In this way any possibility that, consciously 
or unconsciously, they will so direct their enquiries 


_ as to produce “ favourable” answers is lessened.) 


It is probably more difficult—indeed, it may be 
impossible—to prevent the operation of unconscious 
bias for its cause may lie deep in the personality of 
the interviewer. “There is, therefore, everything to 
be said for employing as many different interviewers 
as ible, for by this means there is a reasonable 
probability that the unconscious biases of interviewers 
will cancel one another out. In any event, an adequate 
system of supervision of interviewers should be 
provided which may include the re-interviewing of 
respondents randomly selected from the sample. 


Collation of Replies 

The tabulation of completed questionnaires will 
be of two kinds. When simple alternative answers 
have been provided, such as “ yes, no,” or when 
answers take a straightforward form such as the 
name of a brand, tabulation is merely a matter of 
counting under the sub-classifications required. If 
the sample employed is a large one—say a thousand 
or more—and especially if a large number of cross 
tabulations are likely to be required, there is much 
to be said for using a punch-card system for this part 
of the work. (If this is done, the questionnaire should 
be laid out with this in mind.) 

Answers which are not susceptible to mere counting, 
such as “ reasons why,” require much more skilful 
handling. If the tabulation is not to be an endless 
list of answers, each shown as having been given by 
two or three informants, some system of grouping 
must be devised. This can only be done empirically, 
and great care must be taken to avoid the construc- 
tion of groups which are to one another as fish, fowl, 
and good red herring. 

Expression of the results in terms of percentages 
is, of course, an indispensable convenience, though 
it is highly desirable to include absolute numbers in 
all the tables. The number of respondents who made 
“no reply” should invariably be shown. It need 
hardly be said that though it may often be desirable, 
for the sake of clarity, to calculate percentages on 
differing totals, this can often be a source of mis- 
understanding to the reader who is not statistically 
minded, and, of course, in no case should answers 
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which are not alternatives be shown as mutually 
exclusive percentages of a single whole. Finally, 


each table should show the standard error (f:¢., the | 


margin of probable error) which may arise by reason 
of the operation of the laws of chance. 


en Reports 

The last stage of a market research enquiry is the 
paration of a report in which the data collected are 
interpreted in written form. This is best entrusted 
to the executive who handled the earlier stages of 
the work, above all, the drafting of the questionnaire. 
It calls for a high ee of objectivity and a trained 
statistical mind. e mere repetition in words of 
_ the figures presented in tabular form is not a report. 
What the P aviewiann should attempt is to answer the 
 taggsans posed in the original directive of the enquiry 
y a co-ordination of, and inference from, the data 

collected. 
From the foregoing paragraphs it will be clear that 
a market research enquiry is a task for professional 


_ his staff in their 
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hands.» It.is a false economy to ré it as some- 
thing which can be undertaken by secretary and 
e time, and it is highly undesir- 
able that it should be entrusted to the sales manager 
and his staff, who, with the best of intentions, cannot 
approach such an undertaking in the necessary spirit 
of scientific detachment. In this country it is the 
common practice, even of those concerns whose marke 
research enquiries are virtually continuous and whose 
annual diture upon them runs into many 
thousands of pounds, to employ outside bodies to 
conduct their enquiries. As a result, specialist 
market research organisations have come into 
existence, sometimes as departments of advertising 
agencies, sometimes as independent concerns. This 
development is highly advantageous to the smaller 
manufacturers, for it means that they can avail 
themselves at reasonable fees of professional advice 
and services of a high order when they contemplate 


investment in market research. 


[CONCLUDED] 


Calculation of Yield 


[CONTRIBUTED] 


Problems arising where a variable rate of interest 
is paid on securities will not be here considered. 
Confining attention to fixed interest bearing securities, 
it will be convenient to split up the analysis into 
four : first, the ascertainment of pure principal 
ping d from market pore ; secondly, at b nm 
on special assumption that pure princi ue 
and redemption value are equal; thirdly, the yield 
with this special assumption withdrawn; and, 
fourthly, the allowance which it is proper to make 
for income tax. Finally, an example be worked 
out in illustration of the argument. 

ese I 

The ascertainment of pure principal value from 
market quotations involves first, a choice amongst 
the different ings for any one security on any 
one day, and secondly, a decision as to the way in 
which allowance be made for interest accrued. 

Where there is an active market in a particular 
security so that within a (moderate) price range there 
are many “ markings,” no one of these marki 

rincipal 
t 


has any special claim to be chosen as the 
value within the time range, y; 
necessarily, a day, in which the markings occur. 
This tart” of: guuhiten,):the “puabion “of Chaedae-6 
“ representative ” price, is one familiar to students 
of statistics and calls for the choice of that kind of 
average most appropriate to the circumstances. 
It would be possible to argue in favour of more than 
one form of average, but it is proposed here to assume, 
as prima facie reasonable, that the mode (that is the 
particular price most frequently marked) would be 
employed where there were numerous markings of an 
active security on a particular day and that the 
median might be regarded as an alternative where 
the actual or ascertainable markings were few. 

The treatment of accrued interest is complicated 


only by the practice of quoting securities ex div. 


four or five weeks before the due dividend date. 
If this practice did not exist interest could be treated 
as accruing evenly over the period within which 
interést payments were made. With this ice, 
it is a question whether the deduction to be made 
when a security goes ex div. is to be (a) six months’ 
interest, or (b) approximately five months’ interest : 
and if the former whether (c) the market quotation 
can be regarded, immediately after the security is 
marked ex div., as the pure principal value. On this, 
the view here taken is that the deduction should be 
as at (a) and that (c) holds. This, it will be under- 
stood, is not a matter of ee econ (while 
it may or may not be valid), but of arriving at.a 
reasoned basis for the calculation of yield. 


II 

Where the principal value and the redemption 
value cdinaae is still possible that the redemption 
value is other than par. In that case, the nominal 
rate of interest will not be equal to the yield. For 
example, if the pure principal and redemption value 
are both, say, 105 and the nominal rate of interest is 
5 per cent., the yield is 5 x % per cent., or 4153 per 
cent. nearly. 

At this point the distinction between the nominal 
and effective rates of interest may be taken up. If 
interest is paid half-yearly the effective rate will 
exceed the nominal rate, and the difference will be 
hse still if interest is paid quarterly. This is 

use the interest paid, if immediately reinvested, 
will itself produce interest for the remainder of the 
period. Denoting the nominal rate of interest by :, 
the effective rate by #” and by m in the number of 
times interest is paid in a year, we have 
s=(14 4)*—1. 


. If t=3 per cent. p.a. and m=2, the effective rate is 


(1+2)? —1='030225={£3 Os. 5d. per cent. Similarly, 
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a : end of the year 1947. 
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' wish to obtain a good grasp of fundamentals in connection 

with the Normal Final Examination Course. Fee £5 5s. 
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Correspondence is invited and should be addressed to :— 


E. MILES TAYLOR, F.C.A., F.S.A.A., 
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after allowing transfer no-claim bonus: 
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‘by ROBERT DYMOND 


Solicitor 
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R. K. JOHNS, LL.B. (Lond.) © 
of the Estate Duty Office 


ee The Standard Workk—— 


Comprising : 
ESTATE, LEGACY AND SUCCESSION 
DUTIES, THE LAW AND PRACTICE, WITH THE 
FULL TEXT OF THE STATUTES 


For over 30 years Mr. Dymond’s book has been the 

recognised “Standard Work’? on the Death Duties, and 

in this 10th edition fully maintains that reputation. 

Early reservation of copies is advisable as orders will be 
dealt with in strict rotation. 


10th Edition == Ready July 
55s. net Postage and Packing 1s. 1d. 
THE SOLICITORS’ LAW 


STATIONERY SOCIETY LIMITED 
88-90 CHAINCERY LANE, 


LONDON, W.C.2 And Branches 
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with interest paid quarterly the effective rate is 
(1+%)*—1="030339=£3 Os. 8d. per cent. As the 
number of interest payments increases, the effective 
rate rises, but it does so even more slowly until it 
reaches a limit when interest is said to be converted 
‘“‘momently.” On a 3 per cent. nominal rate the limit 
which the effective rate can reach is £3 Os. 11d. per 
cent. : 

It may be noted that where there is no redemption 
date, the yield then called the “ flat yield,” is calcu- 
lated in the above manner. 

III 


Let us now approach the case most common in 
practice where the pure principal value and the 


redemption value are unequal. The calculation of © 


vield must be broken up’into parts. First, we must 
calculate the yield as if the pure principal value and 
redemption value were-equal. Secondly, we find the 
: ddition to or subtraction from the yield so found 

due to the difference between the pure principal and 
redemption values. This requires rather careful 
handling. For suppose that the pure principal value 
is 95 and the redemption value in (say) two years’ 
time is 100. Then the profit on redemption will be 
£5, but it will not be worth £5 to-day. It will in fact 
be worth that sum which at an appropriate rate of 
interest will become equal to £5 in two years’ time : 
in other words, we require the present worth of £5. 

Denoting present worth by v, ‘the rate of interest 
by t, the period by ” and the amount by a, we apply 
the formula : 


1 
O——g ——_ 
vw” =a (-+3)" 
If the “ appropriate ” rate referred to above is taken 
to be 3 per ~: becomes 
v=5 X Fans 03): ou =5 x °942596—4°71298. 


Alternatively, we can look up the present value of 
1 at 3 per cent. for two years in an Actuarial Table, of 
which the following is an abbreviated specimen. 


TABLE I 
Present value of 1=v 


Time Rate of Interest 
(n) 3% 4% 8% 
1 ‘970874 ‘961538 "952381 
2 *942596* “924556 ‘907029 
3 915142 “888996 - “863838 
etc. etc. etc. | etc. 
* Whence °942596 x 5=4°71298 


A word should be added on the choice of an 
“appropriate” rate of interest. There are, in practicc, 
two possibilit ies open to us. One is to take the actual 
or a close approximation to the actual “ flat” yield 
on an irredeemable security such as 2} per cent. 


Consols or 3 per cent. Local Loans. The other is to 


find, if it can be found, a security of similar term on 
which the rate of interest is such that there is no 
significant difference between pure principal value 
and redemption value. The second possibility 
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appears to have some theoretical advantages, but it 
would seldom be available. Moreover, since the 
purpose of a strict calculation of yield is usually to 
compare the relative attractiveness of different 
investments at current prices, the first possibility is 
to be preferred as one which can be employed through- 
out in compiling a schedule of yields on different 
securities with differing rates of interest and maturity 
dates. 

Having ascertained the present worth of the 
difference the next step is to spread this present 
worth over the relevant period—in the above example 
two years—so that it is entirely exhausted either as 
an addition to or a subtraction from the yield first 
ascertained.* The appropriate concept is evidently 
that of an annuity which the present worth of the 
difference’ will buy. The formula for an annuity 


which 1 will buy is (a) or where a@,| is the con- 


ventional actuarial symbol hl the present value of 
an annuity for m years payable yearly. It can be 


shown that a) = ~="" whence, of course,— A — 


Continuing the example started above and inserting 
the values ascertained for v* where n=2 and assumed 
for ¢ we obtain: 

1—°942596 °-057404 


cnc. 
1 ‘03 
yes ae 057404 = ‘522611. 
If the annuity which {1 will buy is °522611, the 
annuity which {£4°71298 will buy is {2°463055. As 
before, Tables may be used and the following abbre- 
viated specimen is given. 


TABLE II 
Annuity which 1 will buy (@nj)~! 


=1°91346 


n 3% 4% 5% 

1 1°030000 1:040000 1:050000 

2 *522611* *530196 "533998 

3 *353530 - "360349 *363773 
etc. etc. etc. etc. 


* Whence °522611 x 4°71298=2°463055 
The double step of finding present worth and then 


_ the annuity which can be bought with that sum can 


be combined in a single formula. For the’ formula 


‘giving the amount of an annuity of {1 which is 


foregone for any nuntber of act allowing compound 
(1 ie 1. 


interest, is sj = Substituting the 
; figures of the Fe hy already worked we have, 
writing x for Sa: 
(1:03)? 
I . ‘03 =2 03. 


If, then, a difference of 2°03 at the end of two years 
is worth 1 p.a., a difference of 5 at the end of two 
years will be worth 2°463055. This is the same 
result as that shown above. 
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IV 

The next problem is that of income tax, for the 
difference between pure pri ee bee bee weet: 
tion value is neither taxable if positive nor deductib 
in arriving at tax if negative. Accordingly, two 
securities both showing the same yield will not 
give the same yield when “ 
a different profit (or loss) on redemption from the 
other. Thus, compare a flat yield of 3 per cent. with 
a gross yield of 3} per cent. less a deduction of } per 
cent. for loss on redemption. Assume tax at 10s. in 
the {. In the one case the net yield is 1} per cent. 
In other it is 1§ per cent. less } per cent., or 
1g per cent. When “ grossed up” the respective 
yields are 3 per cent. and 2# per cent. 

It may be observed that the higher the rate of tax 
the more attractive is a security standing at a dis- 
count and the less attractive one standing at a 
_ premium. A change in the rate of tax therefore 
should affect security prices differently, those pre- 
viously standing at a t tending to rise if the 
rate of tax rises and those standing at a premium 
tending to fall. In other words, the dispersion of 
security prices tends to vary inversely with the rate 
of tax. “ “ 


Applying all these rules to a concrete case, let us 
calculate the yield on 4 per cent. Funding Loan 
1960-90, taking the pure principal value on May I, 
1946—the interest date—as 1164, assuming redemp- 
tion at par on May 1, 1960, and taking into con- 
sideration tax at 9s. in the f. 

First calculate the net yield on the pure principal 
value, which is : 


4x 


As interest is paid half-yearly, the net effective yield 
becomes : 
018884 


 §m(14- OS) - 1=1-897315. 


Then, calculate the (negative) annuity, assuming a 
rate of interest of 3 per‘cent., which approximates to 
the yield on 3 per cent. Local Loans. Using the 
Tables : 

(1) Present worth of {1 due in 14 


years at 3 per cent. = *661118 
gaa (165 = 10°908447 
(2) Annuity which {1 will purchase 
for 14 years at 3 per cent. = °088526 
. 4°. £10°908447 = 965681. 


Hence, from the net effective yield of 1°897315 a 
negative annuity of ‘965681 must be deducted, leaving 
‘931634. This figure when “ grossated ”’ with tax at 
9s. becomes 1°69388 or {1 13s. 10d. per cent. 

The same result can, of course, be obtained by 
applying the formula : 


(1-+-i)"—1 
© aes 1 
2\14_ 
Substituting 0% 
: 100 100 (103)"* 
1.é. t+o=9 


up ” if one shows . 
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Using logs— 
100 
log (2+ 73°) =14 log 1-03 —log 3+-log 100 
=14 x ‘012837 —-477121+2 
=*179718 — °477121+2 
eu =1°702597 

aking the Antilogarithm of 1°702597 and reverting 
to natural numbers 

x+'?=50'41968 
x=17°08635. 

If 17°08635 is required to produce an annuity of 1. 
the annuity produced by 16°5 will be -96568. This 
agrees with the figure derived from the tables. 

In conclusion, when referring to Stock Exchange 
Investment Lists, issued by brokers, the assumptions 
on which yields are there worked out should be 
observed. As a rule tax is ignored. Sometimes 
losses on redemption are allowed for, but not profits 
on redemption, and in some cases, of two price 
quotations, the higher or “ buyers’”’ price is taken, 
while in others the mean is taken. It is equally 
desirable that any calculations which may be made 
should disclose every assumption and emphasise any 
factor taken into consideration which other calcula- 
tions commonly ignore. 


Publications 


Government Controls—A’ S for Accoun- 
tants. (Sir Isaac Pitman and Sons, Ltd., London. 
Price 2s. 6d. net.) 

This book, which is sponsored by the main accoun- 
tancy bodies, including the Society of Incorporated 
Accountants, was prepared by a sub-committee consist- 
ing of their representatives and Mr. R. E. Yeabsley, of 
the Board of Trade, with Mr. Bertram Nelson, F.S.A.A., 
as chairman. It is an indispensable guide for the accoun- 
tant demobilised from the Forces who requires a com- 
prehensive survey of war-time developments in controls 
and their effect upon accounting practice. Chapters 
are devoted to Government contracts and sub-con- 
tracts, the raw materials controls, Board of Trade 
controls (including concentration of industry), food 
controls, the control of premises, export licensing, 
financial controls (including financial assistance to 
industry), purchase tax, war damage insurance, and 
liabilities adjustment procedure. There are also appen- 
dices on the solicitors’ accounts rules and the methods 
of calculation of maximum prices by the Board of Trade. 
The style is succinct and the matter is conveniently and 
logically arranged, making the book equally easy for 
complete perusal at one or two sittings or for reference. 
We know of no comparable publication giving the same 
amount of essential information in as convenient a form 
and we do not doubt that both the practising accountant 
and the accountant in industry are well advised to obtain 
a copy. While the book is primarily intended for those 
who have been on war service, it will be equally useful 
to accountants who have not suffered this handicap. 
Copies of the book are obtainable direct from Incor- 
porated Accountants’ Hall at 2s. 6d. net (2s. 9d. post 
free). 


The Finance (No. 2) Act, 1945, annotated and 
explained. (Butterworth & Co: (Publishers), Ltd., 
London. Price 7s. 6d. net.) 
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Grants for Further Education and Training 


The following notice has been agreed by the various 
accountancy bodies concerned in conjunction with the 
Ministry of Labour and National Service. 

Subject to the general conditions of the scheme as 
outlined in the Ministry’s leaflet P.L.120, clerks 
returning from national service may be eligible for 
maintenance awards during service in‘ the office of 
a practising accountant— 

(i) under articles ; 

(ii) not under articles, where the articles have 
expired and the clerk is serving for the purpose 
of completing the essential period of such service 
required by the professional body concerned as 
a condition precedent to membership. 

In addition to the foregoing categories, there are 
many ex-articled clerks who have completed the 
essential period of service in the office of a practising 
member, as required by the regulations of the profes- 
sional body concerned, but who have still to pass the 
Final examination. In response to representations 
made on behalf of the Institute of Chartered Account- 
ants in England and Wales, the Scottish Chartered 
Bodies, the Society of Incorporated Accountants and 
Auditors, and the Association of Certified and Cor- 
porate Accountants, the Ministry of Labour and 
National Service have agreed to the adoption of the 
following principles in regard té applications by such 
ex-articled clerks : 

(1) Maintenance awards, to enable the student to 
complete his studies for the Final examination, 
will be granted subject to the financial considera- 
tions applicable to all awards under the scheme 
and to the following conditions : 

(a) If the clerk has returned to the office of his 
former principal, or has entered the office of 
some other practising member of the appro- 


priate body for the purpose of completing his. 


qualification, it will be necessary for the 
member concerned to give an assurance to the 
Ministry that the clerk is regarded as being 
under training and is engaged on work of a 
similar nature to that applicable under normal 
circumstances to a clerk in the later stages of 
service under articles. The clerk’s position 
must be essentially that of a trainee and not 
that of an employee, and his work in the office 
must therefore be planned primarily for the 
purpose of assisting him in attaining his 
qualification. 


(b) If the clerk has not entered the office of a 


practising member of the appropriate profes- 
sional body, but is studying on a full-time 
basis by means of a correspondence course, it 
will be necessary for the coaching establish- 
ment concerned to give an assurance to the 
Ministry that the clerk’s course of study has 
been arranged so as to ensure that he must 
study on a full-time basis in order to complete 
the programme. The Ministry will require 
periodical reports from such coaching estab- 
lishments as to the progress of the student 
concerned. 

(2) Although maintenance awards will be granted in 

the circumstances mentioned in (b) above, the 

Ministry, with the concurrence of the professional 


bodies, takes the view that the most satisfactory 
way of attaining the desired qualification is the 
procedure referred to in (a) above. It is fully 
recognised that the procedure under (a) will 
require a longer period before qualification than 
the procedure under (b) and correspondingly will 
usually require a maintenance award for a longer 
period ; nevertheless, the Ministry hope that the 
majority of ex-articled clerks will decide to enter 
the office of a practising member of the appro- 
priate body in order to combine further practical 
experience with their theoretical studies. 

(3) With a view to ensuring the smooth working of 
the arrangements for dealing with applications, it 
is considered desirable that some form of agree- 
ment should be entered into between a clerk and 
the member in whose office he is serving as a 
trainee. Model heads of agreement are annexed 
to this notice. A copy of the agreement should 
be lodged with the local Appointments Officer and 
with the professional body concerned. An agree- 
ment in this form will be accepted by the Ministry 
as the basis for making a maintenance award. 


A proportion of any ex-gratia payment, which may 
be made by the member to a clerk who is serving in 
his office, will be taken into account in assessing the 
amount of maintenance allowance payable. 


HEADS OF AGREEMENT 
To form the basis of an agreement between a member 
of one of the professional accountancy bodies and a 
clerk who has served under articles of clerkship and 
is not required (for the purpose of admission to member- 
ship) to have any further period of service in the office 
of a practising member. 


1. That the member, being in practice as a Public 
Accountant, desires to accept the clerk as a trainee in 
order to provide him with experience which will assist 
him in attaining his qualification. 

2. That the clerk desires to supplement his theoretical 
instruction with practical experience and undertakes to 
utilise his time in the member’s office to the best advan- 
tage for this purpose, and also to apply himself diligently 
to his theoretical studies. 

3. That it is understood that the clerk is in no sense 
an employee of the member and will not be engaged 
upon work which will not directly assist him to obtain 
his qualification. 

4. That the amount of time which the clerk will 
devote to practical work shall not exceed in all ( ) full 
working days per week, 

5. That the agreement shal] commence on (date) and 
continue until the clerk presents himself for the Final 
examination, which he intends to do in (date). In the 
event of the clerk failing in the examination, the agree- 
ment will be renewed for the period required to enable 
him to present himself at the next examination, unless 
the parties decide otherwise. 

6. That the member undertakes to furnish progress 
reports to the Ministry of Labour and National Service 
when requested, but not more often than at monthly 
intervals. 


Note.—A copy of the agreement to be furnished to 
both the Local Appointments Officer of the Ministry 
of Labour and National Service and the Secretary of 
the professional body concerned. 
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Co-ordination of the Accountancy Profession 


Public Accountants Bill 


Society of Incorporated Accountants—Extraordinary General NE 
Tuesday, June 4, 1946 


The President’s Speech 

The President of the Society, Mr. Fred Woolley, 
Jj.P., F.S.A.A., said :— 

“T have pleasure i in proposing the two Resolutions 
set forth in the Notice convening this meeting. 
Although but a short time has elapsed since the 
Society’s annual meeting, I am sure you will agree 
that the great importance of the proposed Public 
Accountants’ Bill demanded that it should be con- 


sidered by the members of the Society untrammelled © 


by any other subject and with the least possible delay. 
oreover, it was essential that the Bill should be su 
mitted simultaneously to the members of all the 
Bodies, each of whom is holding a similar 
meeting at this hour. 

Members have had an opportunity of studying the 
Explanatory Memorandum and a copy of the Bill is in 
Men ur hands. I think I may say that the Explanatory 

emorandum adequately covers the contents of the 


Tue PuBLic INTEREST 

You are invited to approve this Bill with a view 
to H.M. Government being asked to introduce it into 
Parliament as a measure of public importance. The 
— consideration is, of course, the public 
The Qualifying Bodies are convinced it is 

in cor public interest that the profession of account- 
ancy should be placed on a-statutory basis ; that the 
public should be enabled enslly to understand the 
ons, duties and responsibilities of Public 
Accountants; and that in ing the services of 
practising accountants the public should have the 
assurance of proper and adequate qualifications. This 
pt apnaetinn ly pom & in view of the in- 
creasing responsibilities of practising accountants to 
the public and, on behalf of that section of the public 
represented by their clients, to Government and other 
public authorities. We are therefore endeavouring 
in this Bill to set up a standard of qualification and 
of conduct for the practice of accountancy, and to 
determine broadly that practice be con- 
ducted in the public interest and by whom. It is in 
the light of this primary consideration that I ask 

you to consider the proposals as a whole. 

Hien mpaceineey: 40: De. sot mp Liye YE $9 Seeiened 
to co-ordina work of those professional bodies 


of accountants whose qualifications have been 


recognised by Parliament, and is applicable — others 
who may become registered as Recognized Bodies 

The Bill will give the accountancy profession a 
statutory status which, hitherto, it has not enjoyed. 
I am of the firm opinion that its passage into law 
will be greatly to the advantage of the public no less 
than to that of all members of the Society, whether 


in practice or not. 
T do not propose to go into the past history of 


attempts to obtain statutory recognition for the 
accountancy profession : but this object has been the 
Society’s traditional policy, fostered and developed 
for many years by the late Sir James Martin, nurtured 
by successive leaders in our Society and firmly 
believed in by the great majority of our members. 


THE CO-ORDINATION COMMITTEE 

In 1942, thanks to the mutual initiative of Mr. 
C. J. G. Palmour, then President of the Institute of 
Chartered Accountants, and of Mr. Richard A. Witty, 
my predecessor as President of the Society, the 
bodies now described as Bodies set up a 
Co-ordination Committee to consider the issues 
involved and the process by which effect could be 
given to the principles desired. 


Quauiryinc BopIiEs 

The Qualifying Bodies are the Institute of Char- 
tered Accountants in England and Wales, the Society 
of Incorporated Accountants and Auditors, the 
Association of Certified and Corporate Accountants 
and the three bodies of ‘Chartered Accountants in 
Scotland. The Co-ordination Committee gave pro- 
tracted consideration to all aspects of the question 
and appointed a sub-committee to prepare Bill, 
— Britose advised throughout by solicitors and 

arliamentary ts. At appro get ip odin rae 
were made to a ve Cocina i d tient 
negotiations each of the "Councils spleen Bill 


. now before you and undertook in bringing it before 


their members to give it their wholehearted support. 
A representative of the Institute of Chartered 
Accountants in Ireland was invited to join the Com- 
mittee and his guidance and co-operation are cordially 
acknowledged. Solely for constitutional reasons it 
was not possible for the Institute of Chartered 
Accountants in Ireland to be a Qualifying Body. 
During the war it became increasingly apparent 
that there was an insistent need for one organ, repre- 
sentative of all the Bodies, to speak on 
behalf of the profession as a whole when dealing with 
the Government Departments. That need remains 
with us to-day and is not likely to diminish but 
salintir be-taapomes ten Gettest. Hence, the first part 
of the Bill deals with the constitution of the two 
Public Accountants’ Councils, one for England and 
Wales. and one for Scotland, endowed with the 


necessary powers. 
RECOGNISED BODIES 

For many years we have been concerned with the 
formation from time to time of new bodies of account- 
ants. The second aspect of the Bill deals with that 
situation by giving authority to the Public Account- 
ants’ Co to register as Recognised Bodies, 
upon their making application, those bodies whose 
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conditions of membership and standards of dis- 
cipline conform with the standard set up by the 
Bill. In this way the control of the Public Account- 
ants’ Councils will, as regards Great Britain, be 
equally effective in respect of the Bodies 
=: dhddanthich dev atealne ised Bodies. 

There is a small point on Clause 7 of the Bill. A 
body applying for registration as a Recognised Body 

must satisfy the Councils that its standards in regard 
to knowledge, conduct and membership are equivalent 
to those of the Qualifying Bodies. I think, therefore, 
for the sale of clarity that in paragraph A(9) of the 
memorandum the words “‘ at least * are not applic- 
able: the standard of Reco Bodies is not 
required to exceed that of the Qualifying Bodies. 

I should make it clear, however, that each of the 
Qualifying Bodies will-retain its own separate con- 
stitution and erganisation and the Society as such will 
go on unimpaired. As in the case of all other Qualify- 
ing or Recognised Bodies, we shall, of course, be 
required to conform to the provisions of the Bill. 

The system of Recognised Bodies also gives 
members of appropriate Dominion and foreign bodies 
iacilities to practise in Great Britain where similar 
facilities are afforded to British accountants overseas. 


LICENCES TO PRACTISE 

The third broad function of the Public Accountants’ 
Councils will be the issue of licences to practise as 
Public Accountants to persons qualified in accordance 
with the provisions of the Bill. Mr. Witty will 
explain the operation of the licensing provisions, but 
1 would draw attention to three of the conditions, 
with all of which there must be compliance: 
namely, an spocont must show an intention to 
practise as a Public Accountant ; he must offer his 
services for reward to the public ; and he must 
maintain a place of business where his services as a 
Public Accountant may be engaged. The issue of 
licences must depend upon conformity with a common 
standard, and the means by which that standard is 
attained are set forth in Clause 18. 

The details which have been thrashed out by the 
Co-ordination Committee represent the greatest 
common measure of agreement between bodies having 
somewhat different regulations as to training. It is 
right to emphasise that, in order to arrive at this 
consummation, each of the Qualifying Bodies has 
made a contribution to reach agreement. One 
indication of that measure of agreement is the 
stipulation of a minimum period of experience of 
Public Accountancy work as a condition of the issue 
of a licence, more especially after the first licensing date. 

To remove all ible doubt I would say that a 
member of the iety who receives a licence to 
practise will be able to practise as an Incorporated 
Accountant and can add the description ‘ Public 
Accountant” if he wishes. 

DISCIPLINE 

The fourth function of the Public Accountants’ 
Councils is the exercise of professional discipline by 
their power to withdraw a , subject to proper 
safeguards and after due inquiry. In the case of the 
i and Recognised Bodies, each will continue 


to exercise the disciplinary powers laid down in its 
own constitution. If a complaint is laid before the 
Society and if the Council of the Society, upon a 
report from the Disciplinary Committee, excludes a 
member from the Society, then the Public Account- 
ants’ Council will be notified and that person’s licence 
will be withdrawn. Thus, an Incorporated Account- 
ant will continue to be adjudged by his own Society. 

Finally, powers are vested in the Public Account- 
ants’ Council to take action in the event of an un- 
licensed person holding himself out as or using the 
name or title of Public Accountant. 


PROCEDURE 


Now a word as to procedure. I have explained 
the process of consultation which has enabled an 
agreed measure to be submitted to you. You are now 
invited to express your views we shall take a 
careful note of them. You will appreciate that if 
this Bill is to go forward it saat Uk Gk & saanaiee 
agreed by all the Bodies. This does not 
preclude suggestions on details. But it is n 
that the Resolutions to be passed. to-day by all the 

Bodies shall be in the same form. It is 
proposed that the Co-ordination. Committee shall 
continue to be in charge of the arrangements and of 
such further consultations as may be necessary and 
that that Committee shall be empowered to deal with 
any suggestions which may be made. But it is 
agreed by the Councils of all the Qualifying Bodies 
that any changes can only be effected if agreed by 
their respective representatives on the Co-ordination 
Committee. 

When the Bill is subsequently and finally agreed 
by the Co-ordination Committee, it will go to the 
Board of Trade, who have already been advised of 
the proposals. Its provisions will then pass from the 
hands of the Committee, except in so far as the 
Committee may be consulted by or may submit 
representations to the Board of Trade. 

To make the position clear, the solicitors of the 
Co-ordination Committee have drafted the following 
note which will come before all the meetings sii 
held to-day. 

Resolution No. 1: i 

The form of this Resolution asks for approval of the 
Bill in its present form and is identical in wording with 
that submitted to members of the_ other bodies 
referred to in the Bill as “ the Qualifying Bodies.” 
Any amendment to this Resolution must entail a 
variation of the common form and prevent the Bill 
being proceeded with as an agreed measure. On the 
other hand, there would be no objection to any 

proposed amendments being put forward in the form 
y suggestions for the consideration of the Co- 
ordinating Committee, provided that it is understood 
that the Committee. have complete discretion either 
to accept or reject the proposals. 

Resolution No. 2: 

This Resolution, which is based on the assumption 
that members will accept the advice tendered with 
regard to Resolution No. 1, entrusts to the Co- 
ordination Committee the future conduct of the Bill. 
Members will, however, observe that their interests 
are safeguarded by limiting their commitments to 
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such amendments as are agreed by their repre- 
sentatives on the Co-ordination Committee. By this 
means it will be impossible for the Bill to proceed as 
an agreed measure, should a proposal be accepted 
by the Co-ordination Committee which, in the opinion 
of the representatives, would not meet with the ap- 
proval of their members. 

Members, however, should appreciate that, as the 
Bill cannot pass into law unless sponsored by His 
Majesty’s Government, direct control by the Co- 
ordination Committee will have to be relinquished, 
if and when the Bill is adopted by the Board of 
Trade. The functions of the Co-ordination Committee 
will then necessarily be confined to making represen- 
tations to the Board of Trade and, on the intro- 
duction of the Bill into Parliament, to asking members 
to support or oppose the measure. 

That is my broad review of the circumstances, of 
the proposals and of procedure. On behalf of the 
Society’s Council I recommend the draft Bill for your 
acceptance. At a later stage it must pass the test of 

ublic opinion. But in the meantime, the profession 
Am an opportunity of accepting proposals initiated 
and prepared by its own representatives and backed 
by all the Councils of the co-ordinating bodies. If the 
opportunity should by any mischance slip away, it 
may not recur or the situation may pass to other 
hands. Sixteen years have passed since the subject 
was last considered, and we have on this occasion 
succeeded in reaching an effective measure of agree- 
ment, which hitherto had not proved possible. I am 
confident these proposals will commend themselves 
to you as worthy of your confirmation. 

I conclude by expressing the thanks of the Society 
to the Co-ordination Committee, of which Sir Harold 
Howitt is the present chairman, and to the Society’s 
representatives, Mr. Richard Witty, Mr. Cassleton 
Elliott, Mr. Walter Holman and Mr. Bertram Nelson. 
His colleagues would like me to say how highly we 
appreciate the unrelenting effort of Mr. Witty. 

My Vice-President will be good enough to second 
the Resolutions and I will then ask Mr. Witty to make 
a statement on the provisions of the Bill, following 
which the way will be open for general discussion. 

With Mr. Witty’s permission I shall also rely upon 
him very largely to reply to points raised in the 
course of discussion.” 


Statement by Mr. Richard A. Witty 

Mr. Richard A. Witty said :— 

“Mr. President, Ladies and Gentlemen, why do 
we want a Co-ordination Bill at all? Why do we 
want a roll of Public Accountants ? What hope have 
we got that we shall ever reach any measure of 
agreement within the accountancy profession ? What 
price are we prepared to pay in order to achieve our 
objects? You can well understand that those were 
some of the main questions which confronted the 
Co-ordination Committee at the outset of its delibera- 
tions. I want you fully to visualise the position of 
that Committee throughout its sittings. The first 
two questions are fairly easy to answer ; the last two 
are not so easy. Of course, they lead up to many 
more questions on points of detail which had to be 
considered by the ittee. 
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_ I think it is a generally accepted principle, certainly 
in this Society, that we want a Bill on the lines of 
this draft because we desire to raise accountancy to 
the level of a dignified and learned profession with 
full statutory authority and recognition. That has 
been our policy practically since the day of the’ incor- 
poration of this Society. Other subsidiary reasons 
have already been briefly mentioned by our President. 
Let me enlarge upon them a little. Obviously we 
had to consider the particular point that during 
recent years, and especially during the war years, 
many matters have been raised by our own members 
and other people, matters which could only be solved 
by the action of the profession as a whole, not by 
any sections or parts of the profession. You need 
only consider the various Committees which wer: 
necessary during the war, questions of representation 
to Government and Parliament, questions that have 
arisen and are going to arise still further on 
legislation for nationalisation, domestic matters like 
salaries, pensions, fees, public auditors’ fees—which 
were raised at our annual meeting—and, perhaps even 
more important, the broad question of a common 
standard of education, training and examinations, 
and perhaps here we might add common standard 
of integrity and reliability. All these matters call 
for the constitution of a central body authorised to 
speak and act for the profession as a whole. Thai 
is the object underlying the creation of the Councils 
under this Bill. 


» 
THE RoLt oF PuBLic ACCOUNTANTS 


Then, as to why we want a Roll of Public 
Accountants. I think it is fairly obvious to all of 
us that we shall never be able to achieve our first 
object so long as it is possible for literally anybody 
in the country to set up as an accountant and to 
claim that he is capable of carrying out the duties of 
a practising accountant. So I think I am more than 
justified in saying that the prime reason for setting 
up a Roll of Public Accountants is the protection of 
the Fs pec y order that the public may be able 
to distinguish between qualified accountants and 
those who are not qualified. You, of course, will 
remember the recommendation in the Cohen Report 
where it is suggested that the Board of Trade should 
have power to designate accountants competent to 
audit the accounts of companies. It is fairly obvious 
that that recommendation would never have been 
made in that particular form if it had been possible 
to decide who was and who was not a qualified 
accountant. 

When we come to consider the other questions, 
I again ask you to picture to yourselves the position. 
We sat round a table ; we were the representatives 
of these different bodies, and on the first sub-com- 
mittee we had one representative of each body, 
supported by the secretaries. We were dealing with 
the interests of 35,000 qualified accountants. . That 
is the a of persons affected by this Bill, being 
approximately the membership of the Qualifying 
Bodies. We all knew something about “the past 
history and the attempts to solve this problem. I 


suppose we all knew, and I, perhaps, knew better 
than anybody, that past attempts had failed because 
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of ition within the profession itself, and so we 
realised that it would be no use going right through 
unless we could reasonably expect some definite 
measure of agreement amongst all the bodies of 
accountants which had ever obtained Parliamentary 
recognition. 

Of course, we realised at the same time that agree- 
ment must necessarily involve some measure of give 
and take. A particular difficulty, of course, was the 
varying requirements of the different bodies. I would’ 
just remind you, so you will get a complete picture, 
that the Chartered Accountants have always insisted 
upon five years’ articles; the Society’s regulations 
admit men under articles and men under bye-laws ; 
they have also admitted a accountants and 
accountants to large utility ies and;:others who 
hold what are described in our articles as: equivalent 
positions ’; the Association of Certified Accountants 
coes still further and admits to its examinations and 
to membership men and women who have held a 
responsible accountancy position for five years in a 
commercial office. Those were the varying require- 
ments, and we had to try to find some measure of 
agreement between ourselves. I think if you bear 
these requirements in mind and then look at the pro- 
visions of this draft Bill, you will realise and perhaps 
appreciate that there must have been a very genuine 
desire to arrive at some agreement. Obviously 
there has been during the course of the negotiations 
a very definite spirit of give and take. 


OTHER BoDIEs 
There was one other problem which assumed larger 
proportions as we went along. That was the position 
with regard to other accountancy bodies, particularly 


in this country, many of which have been formed in 


more or less recent years, and it became obvious that 
they had to be dealt with so that they could be 
recognised, perhaps, by some process a little shorter 
than is necessary to obtain Parliamentary recognition 
through a Select Committee. Therefore, we devised 
this scheme of Recognised Bodies with the provision 
that they must comply with the general standard 
with regard to education, discipline, etc., which we 
set up for ourselves. I just want to make it plain 
that if any other body of accountants is to be re- 
cognised, it will have to prove under this Bill that 
it is a professional body and not merely one of those 
fee-snatching organisations which unfortunately have 
arisen. . 

Another part of that same problem, of course, was 
the position of other accountancy bodies throughout 
the world. I do not think it is an exaggeration to 
say that in the course of our deliberations we had to 
consider the position of every accountancy body on 
this globe. I am not committing any breach of 
coaiiginl when I say that in some parts of the world 
there has arisen a sort of nationalism which insists 
that local auditing and local accountancy work 
generally must be undertaken by local accountants, 
sometimes with and sometimes without accountants 
from this country. You know, of course, that 
accountants from Great Britain do carry out their 
profession literally in every part of the world. This 
local nationalisation applies not only to what 
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I may call local commerce, but the same sort of 
regulation is being insisted upon even in relation to 
commercial units whose whole capital is supplied 
from this country. Now we must protect the 
position of every one of our members and the members 
of the other qualifying bodies who may wish to carry 
on their profession in other parts of the world, and 
the provisions in this draft Bill have been very care- 
fully drafted so that we shall be in a position to deal 
with these on a reciprocal arrangement. 

The President has said that I would deal with the 
provisions of the Bill, but frankly I do not think *t is 
necessary for me to go through the details. 2 \u- 
tainly do not propose to go through them seriatim, 


‘because this memorandum which you have received 


is a very fair summary of the Bill and it is, perhaps, 
more easily comprehended than the Bill. It was 
drafted by Mr. Norton, in conjunction with Mr. 
Liddell, the Parliamentary Agent. Just in passing, 
I feel that I would like to pay a special tribute to 
Mr. Norton’s work, because I have given him a lot 
of work. It will suffice if I say that when the time 
arrived to put our proposals into Parliamentary 
language, Mr. Norton was asked to attend every 
meeting of the Co-ordination Committee. He had 
suggestions, badly drafted amendments and oddments 
of ideas shot at him from all parts of the room, but 
at the next meeting he always turned up with a nice 
clear-cut provision in Parliamentary language, and 
we all thought how wonderful we were to put our 
ideas so clearly. (Laughter.) I am only going to 
say that the skill and patience with which Mr. Norton 
converted our ideas into Parliamentary language was 
only exceeded by his unique knowledge of the com- 
plications of the accountancy profession, and as 
one who was responsible for a few of his headaches, 
I think it is only right to make this acknowledgment 
and give him that tribute. 


POSITION OF MEMBERS OF THE SOCIETY 
I do not think it is necessary for me to deal with 


these details, even with regard to licensing, but I 


do want to deal frankly and openly with the provisions 
of Clause 18, to which the President has referred, 
because it says in effect that a member of the Society 
is entitled to a licence up to the appointed day when 
licensing starts, but after that date he will be called 
upon not only to prove his membership of the Society, 
but he will be required to show that he has served 
2} years in a public accountant’s office on what we 
call general practising accountancy work. There, 
again, I would just ask you to picture the position. 
The representatives of the Chartered Accountants 
who sat around the table have always insisted that 
five years’ articles or a shorter period for graduates 
was vital and should be served in a practising 
accountant’s office. The Society had its own regula- 
tions, as I have already mentioned, and the Associa- 
tion, of course, gave membership to those in commer- 
cial offices. That particular point gave us a 
tremendous amount of difficulty. Quite frankly I 
admit it, and it must be obvious to you as business 
men that the 24 years was really a compromise and 
a part of the policy of give and take. 

How does it affect our members? Those who have 
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served articles and those who have served nine years 
in an accountant’s office would be quite all right if 
they wanted to obtain a licence, but a municipal 
accountant who has never served in a practising 
accountant’s office, if he wants to start in practice 


after the licensing date, would have to actually serve 


24 years in a practising accountant’s office. I am 
putting quite frankly and openly the position with 
regard to municipal accountants, and, as you know, 
when I say municipal accountants I am including 
other . accountants not trained in a practising 
accountant’s office who come under our qualifying 
regulations and who have always been admitted to 
membership of the Society as being within the 
accountancy profession. Incidentally, we were the 
only body of accountants that recognised that fact 
until very recently. They were admitted as having 
taken up the study of a very special section of 


accountancy and they have presumably all entered _ 


municipal accountancy with the intention of making 
municipal accountancy their career. The number of 
municipal accountants holding responsible positions 
who have desired or who have entered into public 
practice has, as a matter of fact, been very small. I 
cannot give you the exact figures, but I think I should 
be right if I said there had not been more than half 
a dozen municipal accountants who had entered into 
public practice in the course of the last six years, 
and I rather presume that, with the further high 
specialisation of municipal accountancy, the 
number who may desire to transfer to public 
practice in the future may be even less. But I put 
that perfectly frankly because this is the effect of 
the provision as it stands in this draft Bill. 
UNDERLYING PRINCIPLES 

I personally do not want to discourage any ques- 
tions on points of detail, and so far as the President 
may desire, I shall certainly be willing to help in 
answering them, although I can well believe that 
most of them will need Mr. Norton’s answer; but 
I do want.to impress upon members that the broad 
principles underlying this Bill are far more important 
than any particular questions of detail. I say that 
because I want to confirm what the President himself 
said in other words—that, so long as we maintain 
some measure of agreement within the profession, we 
can decide what shall go before Parliament, but 
Parliament alone will decide what will go on the 
Statute Book. In conclusion, may I just suggest 
to you that this draft Bill is not merely a matter of 
high policy ; it is something ‘a great deal more. It 
is really a high endeavour to achieve a high ag? ace 
which has for its object the creation of high ideals 
for the whole future accountancy profession.” 
(Applause.) 

The Resolutions 


The following were the resolutions, proposed by the 


President and seconded by the Vice-President :— 
1. That the proposed Public Accountants’ Bill 
(hereinafter referred to as “the Bill”) a copy of 
which is now produced and for the purposes of 
identification initialled by the Chairman be and the 
same is hereby approved. 
2. That the Accountants’ Co-ordination Com- 
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mittee (hereinafter ‘referred to as ‘‘ the Committee ”’) 
are hereby authorised finally to approve the Bill 
subject to such alterations and additions (if any) as 
they may think fit and are agreed by the representa- 
tives of this Society on the Committee who are hereby 
authorised to agree with such alterations and 
Discussion 

Mr. T. H..NicHotson said he thought members of the 
Society should be extremely grateful to the members of the 
Council and the Society’s representatives on the Co-ordination 
Committee for the very hard work which they had done 
spread over a long period of time. They should congratulate 
the members of the Co-ordination Committee on the success 
which they had achieved and the manner in which they hac 
overcome difficulties which hitherto had proved almost 
insuperable. There were, in particular, two aspects with 
which he considered the draft Bill adequately dealt. The 
first was the problem of “ the mixed firm.’’ If members of 
different qualifying bodies wished to go into ice togethei 
there was at present no designation by which they could tell 
the public they were qualified accountants. They had to 
call themselves “‘ Accountants and Auditors,”’ which, of 
course, anybody could say. He thought also that the Bill 
would act as a protection to the public against those who 
held themselves out to do work which they were not capable 
of doing. 

Dr. €. Crtve Saxton said he would like to add his con- 
gratulations to the Co-ordination Committee for producing 
such a workable start to a Bill. He knew that latterly 


members of the Society had given a great deal of thought to . 


the future education of the profession, but he thought it was 
futile to think about the details of that education unless in 
the first instance they could make sure that they were, as a 
profession, a co-ordinated body that could speak with one 
voice. He was glad to see they were not giving any of their 
qualifications away, and that other bodies who came into the 
profession would have to show similar qualifications and 
standards of i 


THE PRESIDENT said they were honoured that afternoon 
by the attendance of the Mayor of the Borough of St. Maryle- 
bone, who was also, he was glad to say, a member of their 
Society, Mr. C. S. Steel, and he was sure members would 
like to hear Mr. Steel. 

Mr. C. S. STEEL (Mayor of St. Marylebone) said it was a 
privilege to have the opportunity of s ing to his fellow 
members in a hall in St. Marylebone. He happened to be a 
member of two of the qualifying bodies. He thought that 
something really worth while had now been done. He hoped 
that the meeting would signify in no uncertain terms their 
thanks and their appreciation of the work done by the Co- 
ordination Committee—work which would bring the pro- 
fession to an even higher position than it held at the moment. 
They all knew that at present it was possible for anybody to 
adopt the title of “‘ accountant,” and do accountancy work. 
He even knew of a rag and bone merchant who certified 
accounts, . 

Members in Municipal and Public Utility Service 

Mr. W. C. Rinc remarked that he had listened with great 
interest and attention to the remarks in support of the 
motions which were before the. meeting. Although there 
had been one or two indications in the past that legislation 
was pending for the control of accountancy, the draft Bill, 
in his opinion, had come somewhat as a sdrprise. The Bill 
ap’ to be complete and ready for the legislature, and 
it was to be regretted that no prior indication of the serious 
problems involved had been given to the members in Speci 
General Meeting or otherwise. He was also sorry ta 
greater period of time had not been given to study the Bill 
and examine its provisions. It must be admitted by anyone 
with average intelligence that it was necessary for the public 
to be safeguarded from unqualified men, who, as the law 
stood, were able, and, in fact, did call themselves accountants. 
At present the only safeguard was in the hands of the public, 
who, in their wisdom, usually employed an accountant who 
was a member of one of the professional societies. He had 
no objection to a roll of public accountants being compiled, 
but he did have a strong objection to any single member of 
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special circumstances exemption from such section 
granted, but for that Section 11 called for a unanimous 
of the Public Accountants’ Council. In conclusion, 


H. Hayuow said that if the previous speaker’s amend- 
ment was in order he would be prepared to second it in order 
to test the feeling of the meeting. 

Tue PRESIDENT ruled that he was not in a position to 
peggy: le de ow gen yee te Negrete: AN cmap ne 1 

Par pine The purpose of the mover would be 

served, if he wished to do so, by voting against 


at some future date. He thought their own Vice-President 
was one who had crossed the Rubicon many years ago when 


the municipal accountants should be borne in mind. 

their numbers might be small, it was the problem of 
minorities which caused most of the trouble in this world, 
and he would ask the Co-ordination Committee not to over- 


investigated, and then, if he was still dissatisfied, he could go 
to the Hi 


any decision which might be taken, as an outside 
a member of one of the q i 
have if he came into conflict with the 
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their Society being in the least degree prejudiced by the there was no difficulty in making the transfer. It appeared _ 
terms of the Bill. He would like to make one or two observ- that a right was being taken away from certain members of ? 
ations on the effect which Clause 18 (1) (b) would have on the Society. He knew many municipal accountants who é 
certain members of the Society who were not at present from time to time in order to supplement their salaries had ‘ 
rer eg A ONAL A i ope Eee sa If such a member ae Se ie ee ae ee ee es _ 
desired to practise and served under articles of clerkship, they may not have done so under the terms of their appoint- - 
or under the Society’s special bye-laws, with a qualified ment, they had in fact done so, and presumably, as they had ’ 
person, namely a public accountant, provided he satisfied held their services’ out for reward, they could apply to be Q 
the conditions of the first paragraph of Section 18, he would licensed as public accountants. But he felt that was not the _ 
be entitled to a public accountant’s licence. If he had not spirit in which a public accountant was proposed to be defined 
eevee tos temnanlaauk tn a elpeeln aadnen wit under the Bill, and he would put forward seriously to the 
only if he had been employed in a ble position with Co-ordination Committee—and there seemed to be a large 
a public accountant for a period of not less than 2} years. measure of agreement in the meeting—that the question of 
That restriction probably did not in any way prejudice a 
Chartered Accountant, nor did it prejudice an Incorporated i 
Accountant who had served his articles or had been con- re . 
tinuously employed by a practising accountant, but it did 
seriously prejudice the vast number of Incorporated Accoun- OOK their rights Decause they were Simall if murmber. 
tants in the service of municipalities and other public utilities Disciplinary Procedure 
who, Gir Ling soobealanay Seipaeans Set ee Sees The other point on which he would like information was the _ 
accountants, and after-passing difficult examinations, had =, -equre with regard to appeals. Under the Bill, any non- 
qualified in the profession. | large proportion of the mem- —_ member of one of the qualifying bodies would have the right, 
bership their Society > rN represented by such members, if he came into conflict with the Council, of having his case 
many of whom had had their names recorded in the honours 
ist of the Society's examinations. Tt had boen argued that [III } 
i members made vernment saa : 
service their career. He begged to differ from that view, as Sus feel Oo te Tight Xt Appeal ocietyes procedure. in ) 
he knew numerous Incorporated Accountants who had left dealing with members who came into conflict on disciplinary 
unicipal service—in fact, three had done so from his office. : 
= : or other matters gave the member the same right of appeal 
No person could categorically affirm that he had an absolutely against 
secure job or that his future was certain. He knew a very ° 
Clovek, SOGavESRS, oe Saeeee. © Nun sete) camperner ba. fap coe 
North of England ; his health broke down and he to take for England and Wales 
a break-down pension, and he came South to work outside ‘ 
local government service. It appeared to Specialised Experience 
and an insult to a man’s professional pride that an Dee een ean 
if he desired to start a small practice, should with many of his fellow members, perfectly sa , in broad 
under a qualified person for a period of not less outline at any rate, with the whole of the proposals which 
before he was entitled to apply for a licence to practise. It nn ee eee to 
might well be that the q person with whom he served the of the previous two ee 
had never sat for an accountant’s examination in his life. to ont > the suggestion the last 
He had noted that under sub-section 4 of h 18, in ssellat talon aid part of the remarks of the last 
it be speaker. He personally had always had the highest regard 
for those municipal accountants and borough treasurers who 
he were members of their Society, : a oo or on aoe 
strongly urged members not to vote for a measure which in the view put forward with regard to them. It was true a 
> 00 Oe atte tee be ee municipal accountant had to pass his examinations, but he 
the rules of the Society of Incorporated Accountants, whi pro ee ee ee ee ' 
had stood the test during the many years in which they had grown up in it, with the result that during his whole life he 
been im operation. He felt it was his duty to move an rrr ey. on oat Meine yr ngerreeen a ooeg 
amendment that the Society’s representatives on the Co- bankru , with Income Tax as applied to companies— 
ordination Committee be instructed not to accept the Bill simu ie Seiki" ted a:-qeeet Gok to Go with heneme 
as it stood, and until amended to allow every member of the See ee en He had had nothing to : 
Society on the licensing date to have the nght, whether he | do with arbitration, liquidation of companies, and so on, all 
was in practice or not, to have his name included in the roll of which duties were performed at some time or another by 
of public accountants. the average a accountant. . 
The ident had impressed upon them in his opening 
remarks that the basic purpose behind the Bill was the public 
interest. If that was the real motive behind the Bill, were . 
they doing the right thing if they allowed municipal accoun- 
tants to enter forthwith into public practice when they had 
to serve the public in any one of those branches of the pro- 
fession which he had mentioned? He was sure they were an | 
Eig alin en it was put. excellent body of men, and the Society, he pom gob 
How then asked if it could be accepted as a sug- always been very proud to know that a large part its 
gestion from the meeting. Ry membership consisted of those officers. But, with the utmost } 
TsE PRESIDENT said that he had indicated that a careful respect, if they had the interests of the public at heart, to 
note was being made of all the suggestions and they would serve 2} years in a practising accountant’s office previous to 
receive every consideration. entering into practice was no great penalty to pay, although 
cle pect tare fe Als Edhar en he agreed that where a municipal accountant fell on hard a 
concerned about Clause 18 of the Bill* Mr. Witty had times it might offer an obstacle. He strongly opposed the &§ 
indicated in his remarks that the measure was a measure of views which had been put forward. 
give and take, but it seemed to him that all the giving was Mh 7. enna, wae sald be. wine aeeeensiing 
on the part of the non-practising accountant. He personally accountant, a District Auditor, supported the Bill, sayi 
was a municipal accountant—one of the few who were never he was afraid it was that Bill or nothing at all. Municipal 
expected to go into public practice—but he had always accountants got their qualifications for the job they were 
cherished the hope that if his authority was dissolved—and doing, which was not practising, and he thought it was only 
it was threatened by dissolution by the creation of Regional fair that they should serve in a practising accountant’s office 
Boards—he mf§ht be permitted to set up in public practice yee At carers &§ 
Mr. F. Nock whether it would be possible to have 
: some short period after the date the Bill received assent in 
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which accountants who had not practised iously could 
i Certainly some municipal accountants had the 


idea that if they lost their present positions, possibly following 
nationalisation of public utilities, they might consider setting 
up in practice. He would suggest that anyone who had been 
with a large public utility undertaking or had been acting as a 
City Treasurer must have both experience and theoretical 
knowledge, and should be allowed to practise as a public 
accountant. 

Mr. H. J. Cox said he did not think they were present to 
discuss the various advantages to the members of the Society 
or the Chartered Institute, or any other bodies. He per- 
sonally was quite satisfied to think that the members of the 
Society who been on the Co-ordination Committee had 
studied the interests of members, and he felt that they should 
support the resolutions, because if they did not do that 
to-day, he felt that an opportunity would be lost. 


Part-time Practice 

Mr. J. S. RicHarps said the various members who had 
spoken gave the impression that the meeting was composed 
of practising and municipal accountants, but there were some 
employee accountants present, and he wanted to express 
the view of those members. During the war many employee 
accountants who wanted to take a practising certificate had 
not been able to do so, and now they would not be able to 
do so unless they were in a position to buy their practice. 
That seemed to him rather harsh from the point of view 
that although these persons had qualified and held the same 
qualifications as their principals, yet the benefit which was 
granted to the principal was being withheld from the em- 

oyee. 

Pe S. J. BIRKETT said he gathered one of the main purposes 
of the Bill was to protect the interest of the public, and for 
that purpose it was proposed to restrict the use of the title 
“Public Accountant ” to persons who were considered worthy, 
by reason of their qualifications, to use it. He understood 
from the remarks of the President that any of the persons 
so entitled could in future call themselves Public Accountants 
in addition to their existing qualifications. Was he to 
understand from the tone of the President’s remarks that it 
was unlikely that there would be wide use of the term “‘ Public 
Accountant,” and that in practice the better-known bodies 
would retain their main designation? So far as he could 
see, it would be used by a mixed firm who would otherwise 
have no title, or some of the lesser-known groups, but he 
felt that the term “‘ Public Accountant ’’ should be accepted 
generally by the profession. 

Mr. J. Hatimpay, who said he was a non- ising 
Assoviate, supported the remarks of Mr. Richards. He said 
that the President in his speech had stated that the Bill 
would be greatly to the advantage of members, whether in 
practice or not; he would like some indication as to the 
way in which a, non-practising member would get any ad- 
vantage at all. Like many non-practising accountants, he 
had got one or two private jobs, and he would like to know 
whether he was going to be called on the carpet because he 
sent out a letter on paper headed “ J. W. Halliday, Incor- 
porated Accountant.” ; 

Mr. A. R. Nicnoxas, speaking as a qualified employee of a 
ising accountant, said that the strength of their Society 
always been that lacking money and influence, such 

fellows as himself had the o ity of qualifying and 
becoming equal with others in their profession. That was all 
to be swept away, apparently, and a new class of accountant 
created who were to be called ‘‘ Public Accountants,”’ and, 
no doubt, the public and the Inland Revenue in particular 
would be educated to receive the work of Public Accountants 
only, and nien like himself would have to take a back seat. 
They would be second, perhaps, to some unqualified accoun- 
tant who had an office in some back street. That was all 
because of the condition in the Bill that they must maintain 
a place of business. 

D. W. Stuart said he represented a different type of 
accountant—one who had been for some in practice 
and had left it and gone into industry. While he entirely 
supported the , it struck him that industrial accoun- 
tants would not have a single representative on the Council 


either in Scotland or England, nor would they be entitled, 
whatever their position in life, and whatever their respons- 
ibilities might be, to call themselves Public Accountants. 
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Mr. C. Yates Lioyp said that as the secretary of the Man- 
chester District Society, he had had a number of queries 
from members asking for information about the Bill, but he 
had not had one query from a non-practising member. He 
thought they had taken what all members should take—a 
broad view. He thought as a body, they should congratulate 
the Council, and particularly the members who had prepared 
the Bill, on what must have been a very arduous and difficult 
task, which had lasted for three or four years. He thought 
that if they studied the Bill carefully—and he had studied it, 
and he knew the members in Manchester had studied it— 
they ought to be satisfied that they must wholeheartedly 
support it. 

Mr. E. W. SWEETING, speaking as a non-practising member, 
said he was afraid he had read the Bill rather differently 
from one or two previous speakers. So far as he could se«, 
they were in a no worse position under the Bill for going into 
practice than they were under the normal disciplinary rules 


of their own Society. He might b2 wrong imhis interpretation, © 


but as he read Rule 18 (5), it was an assurance to him that as 
he was qualified and as he had done his five years’ articles, 
he would, if he intended to set up in practice, be entitled to a 
qualifying certificate ipso facto. Therefore he saw nothing 
in it which said he must be a full-time practising accountant. 
He thought perhaps that would meet the point raised with 
regard to those who carried on a part-time practice. 


Existing Legislation 

There was one other point not covered by the Bill at all, 
and he would like some comment from their legal adviser 
as to whether it was appropriate. Many Acts of Parliament 
now stated that certain things must be done by a Chartered 
or a Chartered or Incorporated Accountant, according to the 
date on which they were passed. He took it that it was 
proposed by the Bill that such Acts in the future should in- 
corporate the words “Public Accountant.” He asked 
whether it would be in order to include in the Bill some 
clause, retrospective over the whole of the previous statutory 
enactments, that Public Accountant should be substituted 
for the previous designation. 


Suggested Safeguards 

Mr. R. Davis said that for many years he had been a very 
enthusiastic supporter of registration or co-ordination, and 
he supported the Bill wholeheartedly. He looked upon it as 
a very great step forward in the profession. There was one 
point on which he would ask for information. He was 
wondering if an unqualified man could set himself up under 
some fantastic title such as “‘Commercial Specialist’ or 
“ Accountancy. Consultant,”” open an office, and carry on 
business. Would he be committing an offence under the Act, 
or was that a clause under which he could carry on an un- 
registered practice? He had in mind the situation which 
arose in the dental profession prior to 1921; there were 
registered dentists and registered surgeons, and also un- 
registered dentists, and when those who were unregistered 
were not allowed to call themselves dentists, they put on 
their plate “ Dental Surgeon,”” or some such -title. Was 
Section 29 sufficient to prevent that happening in their 
profession ? ; ; 

Mr. A. V. Hussey said that he hoped the members of the 
Co-ordination Committee would have in mind such safeguards 
as would be necessary to make quite sure that they did not 
get some other mushroom organisations setting themselves 
up and circumventing all the hard work that had been done 
by the Co-ordination Committee. He y had been 
in favour of the idea now put forward for twenty years or 
more, and he was very grateful and would like to pay his 
very deep respects to every one of them who had been so 
patient, and who had worked so hard to get them td the 
ap stage, which was very far removed from what they 

sixteen years ago. 

Article 115 of the Society’s Articles of Association referred, 
in connection with Extraordinary General Meetings, to 
members voting in person or by proxy. Their membership 
was spread throughout the country ; he did not know whether 
members had been invited to let the Council have the benefit 
of their views on the motion before the meeting by completing 
proxy forms. He felt that it was such a very important 
matter that before it was finally put before Parliament, 
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every member should have the opportunity of recording his 
vote in favour or otherwise of the Bill. ~ 

Mr. J. Wattace Wriuiams said he had listened to 
complaints as to how the Bill would affect individuals: It 
seemed that even practising accountants were going to find 
things not so good in some respects if the Bill went forward, 
but he su it most wholeheartedly. He felt they should 
look upon it as something for the future generation of accoun- 
tants. The Co-ordination Committee had been considering 
the matter ever since 1942, and he certainly thought members 
should su them in helping the Bill to go forward to the 
House. It gave-the younger members of the Society and 
those who were coming back from serving in the Forces 
protection for the future. 

Mr. L. J. Jones said that on 5 of the Memorandum 
reference was made to persons having functions analogous 
to those of accountants, such as bankers and estate agents. 
He had been right through the Bill, but could not see anything 
in it which dealt with that point, although he felt it must be 
dealt with somewhere. He would like some information on 
that. 

THE PRESIDENT said that a great many points of interest 


_ hod been raised, and he thought they would all agree that the 


fullest opportunity had been afforded to members to e 
their views. He then called upon Mr. Witty to deal with 
some of the points raised. 


Mr. Witty’s Reply 
Mr. Witty said he had a feeling at the back of his mind 
that there was a lot in what Mr. Ring had said. Mr. Roberts 
hed attempted to answer the point, but he thought Mr. 
Ring’s case was quite a reasonable one. If he understood 
Mr. Ring correctly, it did not involve the question whether 


municipal accountants ought to start in practice or not ¢ 


the point Mr. Ring was making was that under the terms of 
the clause, they appeared to be taking away the rights, or 
at least the potential rights, of certain members. He quite 
agreed that the fact that there might only be a few persons 
concerned was a point that could be used on either side of 
the argument. . Ring’s whole FD cay was that they ought 
not to do anything that would affect the potential right of 
an existing member. If a municipal accountant wanted to 
start in practice before the licensing date, he was perfectly 
entitled to do so without any question of 2} years’ service, 
but if he wanted to start two months later, then the pro- 
visions would apply. He was pre’ to take that as a 
suggestion for Consideration of the Co-ordination Com- 
mittee—that they should reconsider the point, particularly 
in relation to the mtial rights of existing members on the 
licensing date. He was prepared to go a little further, and 
to say he would be to press it with such force of 
argument as he co muster, because it was a point which 
concerned the value of the membership of the Society rather 
than the broad general principles of Bill. He had not, 
of course, had the opportunity of consulting with his colleagues 
from the Society on the Co-ordination Committee, but he 
felt sure that they would be with him in agreeing that it was 
a point which might reasonably be taken to the Committee 
for further consideration. 

He considered that they had done ing to worsen the 
position of non-practising accountants, and they had done 
something to er it. As to whether the title Public 
Accountant would ever take the place of the particular 
designation at present in use, he thought they could wait 
to the future to see. Personally, he did not anticipate that 
it would; he could not conceive that he would ever 
call himself a Public Accountant rather than an Incorporated 
Accountant. Of course, a non-practising member could 
always call himself an I ted Accountant, but he 
thought the practice would be, so far as practitioners were 
concerned, they would describe themselves as Incorporated 
Accountants and Public Accountants—Public Accountants 
signifying that they had the right to act under the Public 


_ Accountants’ Bill. 


He thought the other points raised were mostly of a legal 
nature, which he would leave Mr. Norton to deal with, but 
with the agreement of the President, if it was the wish of the 
meeting, he would certainly take Mr. Ring’s point for further 
consideration by the Co-ordination Committee. (Applause.) 


/ 
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Solicitor’s Explanation 
Mr. CHARLES Norton said it had been a great privilege 
d with the Bill to its 


g 


al 


ber of years—in fact, during the whole 
ity—been very closely associated with the 
could well remember, almost in his articled 
, discussing this very matter with Sir James Martin 
who were then on the Council. 

As regarded the points that had been raised, he thought 
he could answer them in a general way by saying that he 
did not think there was any point which had been raised by 
members which had not been considered by the Co-ordination 
Committee. He thought that was the greatest compliment 
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safeguarded, but there had to be some give and take. With 
ific points raised, he thought it was Mr. 


would turn to Clause 41 of the Bill, page 19, they would see 
there a definition of Public Accountant as “a person who 
carries on a Public Accountancy practice and who, in connec- 
tion with that practice, offers his services for reward to 
members of the public, except that it does not include a 
person who carries on such a practice as part of and as 
subsidiary to his principal business or practice.’’ Those 
people who had been mentioned did a certain amount of 
work which would otherwise come within that definition, and 
therefore, in order to protect their position, insofar as it was_ 
subsidiary only to their main business; they were excluded 
from the definition of Public Accountant. 
Clause 29 of the Bill made it unlawful for a person not 
licensed under the Act among other things to practise as a 
Public Accountant if in connection with that practice he 
maintained a place of business in Great Britain at which his 
services might be engaged. A member wanted to know if 
that would prevent him from doing what might be called 
s time jobs of public accountancy. He could not answer 
t question because it would be a question of fact as to 
whether he infringed Clause 29. Assuming that he was going 
to do something in the nature of public accountancy insofar 
as he infringed that Clause he would be breaking the law. 
He had got, in order to infringe the Clause, to maintain a 
lace of business in Great Britain at which his services as a 
blic Accountant might be engaged, or wilfully pretend to 
be licensed as a Public Accountant, and it would be a question 
for the jury to decide whether he had, in fact, done any one 
of these three things. 
Another member suggested that some mushroom organis- 
ation with some peculiar umbrella name might come along 
and endeavour by not using the words “‘ Public Accountants,’ 
to do public accountancy work, and enquired whether such 
a body would be infringing the Act. He thought from what 
he had already said that it was clear that it was not only as 
regarded the use of the term “ Public Accountant”’ that 
they might be infringing the Act. It would not matter if they 
did not call themselves Public Accountants if, in fact, they did 
Public Accountancy work—that was to say, practised public 
accountancy under whatever name they went. If they 
maintained a place of business at which their services might 
be engaged, then they would be infringing the Act. e 
would roughly say that the point was covered so far as it 
possibly could be in a Bill, but he had never met one yet 
which could not be got round somehow. 


Summing-up by The President 

THE PRESIDENT said he thought members would 
that a full and fair opportunity had been given—and 
—for members to their views. was exactly 
what the Council desired, and members had a right to it. 
Mr. Witty had given a specific undertaking in regard to the 
point which had been giving most concern to a certain section 
of the members, and he thought they could safely rely u 
it that Mr. Witty would do his best in that connection. 
Members would not forget that the business before the meet- 
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ing was the result of over three years’ effort ; they would not 
forget that if there was an unfavourable vote at any one of 
the meetings which were being held at the same time, the 
whole of that work would be at an end; they would not 
forget that in order to reach the present point a very great 
deal of argument, consideration, reflection, adjournments of 
meetings, and hard work on the part of the members of the 
Co-ordination Committee and the legal advisers had been 
necessary ; and they would not forget, he was sure, that if 
there was a vote against the resolutions it would prejudice 
the whole situation, if indeed, it did not put an end to it. 
If the accountancy bodies were unable by themselves, as a 
result of lack of support from their members in any direction, 
to proceed with this measure of co-ordination, there was 
excellent reason for believing that others would proceed with 
it forthem. In other words, the Government itself would not 
indefinitely allow the existing situation in the accountancy 
profession to continue, and if the initiative were left with 
them he was not prepared to promise members what they 
would get or what they would not get. He would only say 
to those present, whatever their particular position as members 
of the Society or as members of the profession, that no one 
was ever likely to secure more for them than their own 
members who had their interests at heart. He was sure they 
were gathered together with a full sense of their individual 
responsibility, and he was sure they were gathered together 
with the desire and intention of eliminating certain points 


which might not satisfy them, and doing what was going to 


be best for the whole profession in which they were engaged, 
not only for the profession now, but for the future of the 
profession in which they had been brought up and in which 
they had spent the greater part of their lives. They had 
pride in the profession in which they worked, and that pride 
induced them to strive for what they believed was going to 
“be best for the generations of accountants to come. 

The fact that so many points had been raised by members 
showed life and vigour and interest on the part of members, 
and there was certainly no call for any sort of criticism in 
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that connection. Careful note had been made of all the 

* points that had been raised, and they could rely upon it that 

. everything that was material would receive the further con- 

_, Sideration of the Co-ordination Committee, and whatever 

™ was found practicable by way of improvement would be done, 

. but, of course, it could only be done by agreement and by 
full agreement. . 

“. In view of all those facts, he asked members to trust their 
representatives, who had laboured so hard and so well on 
the Co-ordination Committee, and done their utmost to bring 

_ to fruition an effort which at least had reached the stage of 
development and acceptance. Although he did not want 
to press members to vote against their considered judgment, 
he trusted they would find it possible to pass the resolutions, 

_ at all events without any necessity for a negative vote. 


-‘ Resolution No. 1 was then put to the meeting by the 
_ President, and carried on a show of hands by a very larye 

majority. 

Resolution No. 2 was then put to the meeting by the 

President, and carried on a show of hands, with one dis- 
' sentient. ~ 
‘| The President concluded by thanking members most 
' cordially for the interest they had taken, and for the trouble 
_ they had taken to come to the meeting and express their 
views. He trusted that whatever happened, the Bill would 
ultimately give general satisfaction to the members. 
' Mr. J. Wattace WILLIAMS, in proposing a very hearty 
: vote of thanks to the President for presiding and placing the 
(} matter before the members in such a lucid way, expressed 
_ the view that it was a milestone in the history of the Society, 
4 and that generations to come would bless the name of Mr. 
- Woolley and the members of the Co-ordination Committee. 
*'* The motion was carried by acclamation. 
-' A cordial vote of thanks to the President and Council of 
} the Royal Institute of British Architects for allowing the 
« Society the use of their ball terminated the proceedings, 


TAXATION Income Tax on Demobilisation 


Members of the Forces often have the mistaken idea 
that they are under ‘“ Pay-As-You-Earn.” Although 
tax is deducted month by month, etc., that is only 
payment by instalments of tax on an assessment based 
on the preceding year’s pay. The Forces do not come 
under PAYE until April 6, 1947. 

Although the assessment on Forces pay is (except in 
the opening years) based on the remuneration of the 
precedin , a valuable privilege has operated for 
1944-45 onwards, whereby a claim can be made in any 
year to have the assessment reduced to the pay of the 

of assessment (Section 5, Income Tax (Offices and 
Employments) Act, 1944). 

When a member leaves the Forces; i.e., on the expira- 
tion of his demobilisation leave, the source of income 
ceases. The assessment for the closing year should 
legally be on the actual income of that year, and that 
for the penultimate year on the actual income if more 
than the original assessment based on the income of 
the preceding year. The practice, however, is more 
generous, in that, by concession, the assessment for the 
-year of cessation is made on the lower of 

(a) the proportionate part of the assessment based 

on the preceding year’s income that the time 
elapsed in the year of assessment bears to a full 


year, or 
(b) the actual income of the year of assessment ; 


and no increase is made for the penultimate year, where 
appropriate, although the claim mentioned above can 
be made if the income is lower than the assessment. 


Tax Discharge and Arrears 
If the person in question was a member of the Forces 
on April 6, 1944, and owed income tax (not sur-tax) on 


that date under Schedule E for 1942-43 or any earlier 
year in respect of emoluments of any office or employ- 
ment held by him before he entered Crown employ- 
ment, he is entitled to a discharge of tax of which the 
ordinary due date was not earlier than the date of 
entering Crown employment. It does not include tax 
to be collected before April 6, 1944, under arrangements 
made for its collection before February 1, 1944. The 
discharge is of the overhanging tax collectible on the 
previous employment after the deduction at source in 
Crown employment had started (Section 6, ibid.). In 
the appropriation accounts for 1944, the Comptroller 
and Auditor General stated that any arrears under 
Schedule E not exceeding £50 for 1942-43 or earlier 
years, owed by those known to have been in the Forces 
(including women) on or about April 6, 1944,- were 
normally to be cancelled, owing to the difficulty in 
arriving at the total to be paid in each case and the 
shortage of man-power. It was also likely that in the 
case of Service taxpayers the Board of Inland Revenue 
would remit, within limits on the grounds of hardship, 
any arrears which could not in strictness be discharg 

under Schedule E. é 


Re-commencement in Civilian Occupations 

It appears that the Departmental Claims Branch is 
gradually catching up on arrears, but it will take some 
time before all the final adjustments are made. In the 
meantime, those leaving the Services have gone into 
civil employment or their own businesses. If em- 
ployees, they immediately come under PAYE and the 
new employer needs to know the Service pay up to the 
-date of commencement with him and the Code number. 
A certificate from the Services will come ultimately ; 
in the meantime, the Inspector of Taxes in the employer’s 
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_ serving in the U.K. or abroad. 


prevails in some quarters as to the 
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district should be approached. In many cases, this 
inspector will issue to the employer instructions to 
regard as pay to date a figure that exactly exhausts the 
proportionate allowances for the period of the year of 
assessment that has elapsed, and to deduct on the Code 
number notified. This cannot be regarded as an 
unreasonable expedient ; it ensures that the deductions 
proceed on the basis of the proper allowances being 
given each week or month, leaving only the assessment 
on Service pay to be adjusted. The time lag under 
Schedule D will prevent hardship in the case of those 
returning to businesses of their own. 


Residence 


A point that causes much misunderstanding is the . 


question of residence. It must be made clear that 
persons serving in the Forces who are paid from U.K. 
Government funds are liable to U.K. income tax on 
their Service pay irrespective of whether they are 
(There are concessions 
for Dominion and Colonial personnel.) This has caused 
some heartburning in the East, as those paid from 
Indian Government Funds have been in a favourable 
position compared with their colleagues serving perhaps 
side by side, but paid from the U.K. 
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Reliefs 

A very valuable relief was given by Section 22, 
Finance (No. 2) Act, 1945, to those who are interested 
in businesses assessed under Cases I and II, Schedule D, 
which incurred losses either before or during the war. 
There is added to the six years maximum period for 
which a loss can be carried forward under Section 33, 
Finance Act, 1926, such of the years of assessment 
1939-40 to 1945-46 (inclusive) as are subsequent to 
the loss. A loss incurred in 1938 or later, therefore, 
will have six years “to run” for relief from April 5, 
1946. The ‘diminution of earned income”’ relief also 
applies to any earned income (Section 11, Finance 
(No. 2) Act, 1939, re-enacted each year) where the 
actual earned income of a year does not exceed 80 per 
cent. of. the assessed earned income, but that hardly 
comes within the scope of the present article. 


Consultations with Inspector 

Finally, the ex-Service man who is in difficulties 
cannot be better advised than to ask his accountant 
or other representative to see—or himself to see—the 
Inspector of Taxes who will deal with his case in future. 
The Revenue have been generous in their attitude 
towards members of the Forces and the Inspector is 
acquainted with the concessions. 


_ Taxation Notes 


Grossing 

After five years of tax at 10s. in the f, personal 
experience shows that a warning is necessary that for 
1946-47 income tax is 9s. in the {. Custom dies hard, 
and it is very n to remember that we no longer 
double the net figure, but must multiply by 20/11ths, 
or double it and then deduct one-eleventh of the result, 


€.g.: 


Tax at 9s. ove eee 90 
tee he a SA 
Net £110 x 20/11=Gross £200 


or Net £110x2—y, (110x 2) 
={220—{20=Gross £200 
Moreover, even if Dominion income tax relief has 


been had by the paying company, tax at 9s. has been 
deducted, and the gross is arrived at as above. 


Marginal Relief 

The new marginal relief on small incomes is important 
for its effect on P.A.Y.E. on overtime, etc. For 1945-46 
any pay of a single person which fell between £110 and 
£133 (where the total income was between those figures) 
was in effect charged at 15s. in the £ because of the 
difference of {30 between the personal allowance and 
the exemption limit. For 1946-47 the difference is 
only £10, which is taken up by the earned income 
allowance, so that marginal relief cannot apply where 
the income is wholly earned, and since the rate is 5s., 
will seldom apply except where the bulk of the income is 
unearned. This first step towards removing difficulties 
in P.A.Y.E. is welcome. . 


Accountants 

We have been surprised at the nc bl that 
right of an accoun- 
tant to appear at appeals. Under Schedules A and B, 
any agent may appear for the taxpayer (Section 26, 
Finance Act, 1923), but under the other Schedules, only 
a barrister or a solicitor, or a member of an incorporated 
society of accountants can appear (Section 137, Income 


Tax Act, 1918; Section 25, Finance Act, 1923). For 
N.D.C. and E.P.T., barristers, solicitors, and accoun- 
tants who are members of an incorporated society of 
accountants must likewise be heard (S.R. & O., No. 731 
(1937) (N.D.C.) ; S.R. & O., No. 1734 (1939) (E.P.T.)). 
These requirements do not prevent the Commissioners 
from hearing other representatives ; they must, however, 
hear the persons designated. 

It is noteworthy that the Finance Bill now before 
Parliament contains in the Eighth Schedule a provision 
that any return furnished in connection with a terminal 
loss claim for E.P.T. will, if the C.I.R. so require, have 
to be certified by a member of an incorporated society 
of accountants. 


they are separated from each other? The following 
figures provide the answer : : 


MARRIED SINGLE* 
Man Woman 
Earned income 3,000 1,500 1,500 
E.1LA. b2. =<gee 150 150 
P.A. 180 110 110 
Wife’s P.A. 110 440 ~ 260 260 
2,560 1,240 . 1,240 
£50 at 3s. ... =... £710 0 £710 0 £710 0 
75 at 6s. * .. 2210 0 2210 0 2210 O 
Balance at 9s. ~ 1,095 15 0 501 15 0 501 15 0O 
(£2,435) (£1,115) = (£1,115) 
1,125 15 0 531 15 0 531 15 0 
£1,063 10 0 
Sur-Tax . 112 10 O Nil 
Total Tax £1,238 5 0 


* Or separated under binding maintenance agreement. 
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This aspect may be important where there is what 
may be termed a “ friendly”’ tion, where the 
husband and wife have to decide whether the husband 
will maintain her voluntarily or by binding agreement. 
With a deed in her favour, tax would be saved on the 
difference between two single personal allowances and 
one married one, and on the reduced rate relief, a total, 
where the wife has no earned income, ok setae quite 
apart from any benefit for sur-tax. 


Double Taxation 


The negotiations for extending the relief from double 
taxation proceed apace. It has recently been announced 
that general agreement has been reached with Australia, 
and that the details are being actively threshed out. 
On the top of that comes the news that the Senate of 
the U.S.A. has given its advice and consent to the 
ratification of the convention between the U.S.A. and 
the U.K. A protocol to the convention has been signed, 


: _ under which reference is made to Article 11 of the con- 


vention, deleting paragraph 3 which specifically excludes 
public entertainers from the benefit of reciprocal exemp- 
tion (on conditions) for personal services performed 
within one country by residents of the other. (The 
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Senate sub-committee had 
convention be a ved without amendment, but that 
appropriate steps should be taken to eliminate that 

ph, and the protocol carries out that recom- 
mendation.) 

A further welcome step is the publication of the Dra‘t 
S.R. & O., showing agreement between Canada and the 
U.K. for the avoidance of double taxation. This follows 
generally the convention with the U.S.A., and is a wel- 
come advance along the lines of taxation once only. 
It will do away with a very strong brake on en 

In a subsequent issue, we hope to discuss the 
agreements in conjunction with the legislation contained 
in the Finance (No. 2) Act, 1945. 


- Income Tax Concessions 


The Chancellor of the Exchequer has announced an 
income tax concession under which anyone working 
abroad, who was interned by the enemy and came to 
this country to recuperate, will not be regarded as 
resident in this country for the current income tax year 
if he returns to his work abroad before April 6, 1947. 
The Chancellor said that he regarded these cases as 
worthy of the most sympathetic treatment. 


Recent Tax Cases 
By. W. B. COWCHER, O.B.E., B.Litt., Barrister-at-Law 


Schedule D—Case I—Investment-dealing company— 
Acquisition of investments from preceding company in 
scheme of reconstruction—Value of investments as opening 
stock—Whether market value or contractual consideration. 


Craddock v. Zevo. Finance Co., Lid., was noted in 
our issues of April, 1943, and September, 1944, and in 
view of the long interval and the importance of the 
case, a re-statement of the facts is worth while. The 
House of Lords (H. of L., March 22, 1946, T.R. 
61) has upheld the previous decisions against the Crown 

In 1927, the late Sir Otto Beit formed a private 
company, the Zevo Syndicate, Ltd., and transferred to 
it a large body of investments at their then market 
value. The capital of the company was £1,600,000, 
divided into three classes of shares. In addition, 
debentures for £400,000 were issued and, in due course, 
passed to Sir Otto Beit’s executors: Sir Otto Beit died 
in 1930 ; and both before and after his death there was 
great depreciation in value of the investments held. 
At all times the syndicate had been regarded as i 
in investments, and for the years 1930-31 and 1931-32 
the losses for Case I had been computed at £1,117,777. 
Relief under Section 34 of the Income Tax Act, 1918, 
had been allowed in respect of £368,645, leaving a 
balance of loss of £731,131 to be carried forward under 
Section 33 of Finance Act, 1926, and available against 
future profits subject to the 6 years’ time limit. 

In 1931, it was resolved to separate the sounder from 
the more speculative investments. The syndicate went 
into liquidation and two new companies were formed, 
viz. Zevo Trust, Ltd.—an investment trust company— 
and Zevo Finance Co., Ltd.—a dealing company. The 
former acquired the sounder investments, the latter the 
more speculative ones. The capital of the two new 
companies was in te practically the same as that 
of the syndicate ; and the shareholdings were so arranged 
that the relative interests were exactly the same as 
before. In the words of the dissenting judgment of 
Luxmoore, L.J., in the Court of Appeal: ‘“‘ Here the 


vendors and purchasers are, in effect, the same.” A 
large, but unstated, proportion of the above-mentioned 


loss of £731,131 was in relation to the shares transferred 
to the finance company. 

The syndicate, for its own purposes, carried its invest- 
ments in its books at cest. The cost of the investments 
transferred to the finance company was /1,029,958 ; 
and it was for this sum that they were transferred, the 
consideration being the taking over of the £400,000 
debenture liability with accrued interest and the issue 
of £620,030 in shares, the whole of the authorised capital. 

It was contended for the Crown that for the £1,029,958 
there should be substituted £363,173, alleged to be the 
Stock Exchange value. It is worth while noting that 
despite the fact that “ vendors and purchasers were in 
effect the same,” cessation having taken place with the 
syndicate’s going into liquidation, had this contention 
succeeded the whole of the loss carry-forward of £731,131 
would have become ineffective. Upon the other hand, 
if the nominal consideration for the transfer was held 
to be real then not only would so much of the carry- 
forward as was attributable to the finance company’s 
investments be ed, and with no time limit, but 
the fact that a large loss in respect of the same invest- 
ments had already been relieved under Section 34 
became, in the wialle of the Master of the Rolls, “ “ quite 
irrelevant. The respondent is a new entity.” The 
General Commissioners having found that the transfer 
was a genuine bargain, neither colourable nor fraudu- 
lent, the two companies were treated in the judgments 
as if they were at arm's length, and, upon this footing, 
the Crown’s submission that in effect the shares of the 
finance company had been issued at a discount was 


- emphatically rejected. In the words of Lord Wright, 


“the transaction was one for other than a money 

consideration, and the parties were free to make their 

own bargain.”’ All the judgments were to the same 
effect. 

Possibilities of loss to the Revenue arising from the 
transfers of stocks on discontinuance of trades 
were dealt with by Section 26 of Finance Act, 1936 ; 
but the judgments in the case under review have far 
wider applications. Had the said Section 26 been 
operative, the difference between the £1,029,958 and 
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the £363,173 alleged market value—presumably the 
closing valuation in the income tax computation—would 
have created a profit which would have a tly 
absorbed most of the balance of loss, £731,131. But 
the opening stock value to the finance company would 
have been £1,029,958, and, as a result, although the 
double allowance in respect of the Section 34 claims 
would not have been obtained there would have been 
secured, in effect, an unlimited extension of time for 
the relief under Section 33 of Finance Act, 1926, on an 
amount equivalent to the difference between £363,173 
and £1,029,958. . ? 


Income Tax and Excess Profits Tax—Evvor or mistake— 
Purchase price of goods invoiced by foreign exporter to 
English company of which sole shareholder at less than 
market value—Whether goods sold or only consigned for 
sale—Whether market-value can be substituted in accounts 
for invoice price. F. A., 1923, Section 24. 

In Julius Bendit, Lid. v. C.1.R. (K.B.D., November 6, 


- 1945), a Berlin textile exporter, Julius Bendit, desired 


to remove his property from Germany but could not 
export goods except at approved prices and by creating 
a German export credit. He therefore formed an 
English company with himself as sole beneficial share- 
holder. Goods were invoiced to the company at prices 
below market value but not so low as to awake suspicion. 
Import duty in England was based on current selling 
prices to wholesalers. The company claimed to re- 
open the assessments upon the ground of error or mistake 
and to substitute in the accounts for the invoice prices 


the Customs duty basis. Its claim was unavoidably | 


deferred until the outbreak of war. It was argued that 
there had been no real sale of the goods but only agency. 
For the Crown, it was contended that there had been a 
sale and consequently no error or mistake. The Special 
Commissioners had found that there had been a real 


bargain of sale and purchase and that the invoice prices — 


represented the true cost to the company. Macnaghten, 
J., upheld their decision as a finding of fact for which 


there was ample evidence, and declared that there was 


no evidence in support of the company’s contention. 

The bargain here may be compared with that in the 
preceding case. Both were marked by factual arti- 
ficiality and both were found to be legally impeccable. 
But here the Revenue scored. 


Income tax—Marvriage settlement—Remuneration of trus- 
tces—Deduction of tax—Whether trustees directly assessable 
~—Income Tax Act, 1918, General Rule 19—F. A., 1922, 
Section 20 (1) (6). 

The double case of Hearn v. Morgan, Pritchard v. 
Lathom-Browne (K.B.D., July 17, 1945, T.R. 229), 
arose Out of a marriage settlement and the question in 


each case was whether the remuneration as trustee of- 


Mr, T. H. Morgan and Major Lathom-Browne respec- 
tively was an “‘ annual payment ”’ from which tax was 
deductible or was directly assessable as remuneration. 
In both cases the Special Commissioners had decided 
against the Revenue, holding that Baxendale v. Murphy 
(1924, 9 T.C. 76) applied, and their finding was upheld 
by Macnaghten, J. ele | 

The legal position varied in the two cases. The 
marriage settlement of Lord and Lady Binning had 
been made in 1892 and under it there was no provision 


for remuneration. of the trustees. The income of the 


trust fund having. become very much larger, in 1905, 
the Court on an application to appoint new trustees 
provided for their remuneration ; and, in 1922, a further 
order was made whereby the said remuneration was to 
be net and not gross. In 1929,-Lady Binning, now a 


; 
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widow, by virtue of a power of the settlement, appointed . 
Major Lathom-Browne as a trustee in place of one 
anxious to retire, and covenanted with him that, so 
long as she should live and he should continue to act 
as trustee, she would pay him a clear yearly sum of 
400 after deduction of income tax at the standard rate 
or the time being. The position, therefore, was that 
in the case of Mr. Morgan the payments were by virtue 
of an order of the Court whilst in the case of Major 
Lathom-Browne they were under a covenant by the 
tenant for life. In neither case was it, as in Baxendale 
v. Murphy, derived from ‘‘the bounty of the settlor.”’ 

The decision in the Lathom-Browne case will, no doubt, 
have been carefully studied by those concerned with 
trusteeships. 


Schedule E—Perpetual director entitled to special re- 
muneration—Payment for surrender of rights beyond those 
of other directors—Continuance in office—Whether payment 
assessable. " 

The facts in the case of Luland v. Boarland (K.B.D., 
October 23, 1945, T.R. 301) were somewhat curious. 
Upon April 8, 1932, the United Thrift Association, Ltd., 
was formed as a private company with a capital of 
£100 in {1 shares. Only two shares had been issued, 
one to the appellant and the other to a Mr. Berman. 
Upon May 13, 1932, a company called the Freehold 
Co-operative Investment Trust, Ltd., was registered 
under the Industrial and Provident Societies Acts and 
under its rules the association was to be entitled to 
appoint two directors whose appointments were to be 
irrevocable and who were to be entitled to a quarter 
of the trust’s profits beyond the amount sufficient to 
pay the shareholders a dividend of 6 per cent. per 
annum. When the Prevention of Fraud (Investments) 
Act, 1939, was passing through Parliament the directors 


* of the trust thought it wise to convert it into an ordinary 


limited company, but before doing so cancelled the 
provisions relating to the association’s two directors. 
In the end, Messrs. Luland and Berman received £10,000 
each, but continued as directors of the re-constituted 
company upon the same terms as the other directors as 
to tenure and remuneration. The Commissioners held 
that the lump sums paid to appellant and Mr. Berman 
were assessable, and Macnaghten, J., ing his decision 
on Tilley v. Wales (1943, A.C. 386, 25 T.C. 136), agreed, 
saying that they were plainly profits from their offices as 


, directors. 


The short judgment is interesting in its analysis of 
the argument put up for the appellant. 
Life assurance company with head office in Australia— 
(1) Dominion income tax reliefs—Assessment on proportion 
of company’s investment income—Whether in view of 
Australian income-tax law relief due on said proportion, 
(2) Investment income exempt from U.K. income tax— 
Whether sum deemed to be United Kingdom proportion of 
total investment income should be reduced by whole of said 
exempt income or by only a fraction thereof—Income Tax 
Act, 1918, Section 46 ; Schedule C, Rule 2 (d), Schedule 
D, Case III, Rule 3, Miscellaneous Rule 7—F.A., 1920, 
Section 27. 
_ C.1.R. v. Australian Mutual Provident Society (K.B.D., 
November 26, 1945, T.R. 353, C.A., March 3, 1946, 
T.R. 41) was a case of considerable importance in a 
limited field. The Special Commissioners had found 
against the Crown upon the first issue, noted above, 
and in its favour upon the second, and Macnaghten, J., 
had endorsed their decisions. The company appealed 
upon the second point, as noted in the heading above, 
and the Court decided unanimously in its favour. Leave 
was given to appeal to the Lords. 


| | | 
ee 
| 
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N.D.C.—Underwriting agent—Commission for under- 
writing policies paid when profit of year ascertained—Date 
at which commission should be credited. 

C.I.R. v. Gardner, Mountain & D’Abrumoril, Lid., 
was noted in our December, 1945, issue. In the Court 
of Appeal (C.A., November 28, 1945, T.R. 359) the 
decision of Macnaghten, J., in favour of the company 
was unanimously reversed. Leave was given to appeal 
to the Lords. The question was whether the profits 
arose in the year of underwriting or in that of receipt, 
at the end of the second year after the end of the under- 
writing year. The company claimed the latter basis 
upon the grounds that the commission to which it was 
entitled was not earned at the time of underwriting but 
only when all the business incidental to the contracts 
had been completed. Lord Greene’s exhaustive judg- 
ment can be briefly summarised in his own words : 

“It is a mixed and composite t of business which 
relates to three different years, so t in each year the 
agent is doing work referable to three different years. 
In my opinion, the remuneration he receives for the work 
he does in any particular year is calculated by reference 
to the commission earned on policies and profits referable 
to that underwriting year.” . 

Whilst Mackinnon, L.J., agreed with this view, the 
company’s case can be summed up in his statement that 
“the proper and economical settlement of claims may 
affect the amount of the commission which has not yet 
been ascertained.” 

The question at issue is a very old one and, in the 


-writer’s opinion, if the case does go to the Lords, the 


result is by no means a foregone conclusion. 


Income Tax—Annuity under will clear of income tax up 
to 5s. 6d. in {—Whether annuitant required to account to 
trustees for reliefs and post-war credits. 

In ve Bates (Ch. Div., October 25, 1945), involved the 
questions set out in the heading. Romer, J., held that 
in the absence of expressed intention leading to the 
contrary conclusion, the rule in In re Pettit (1922, 2 Ch. 
765) applied and, as a consequence, the annuitant had 
to account to the trustees for a proportion of the reliefs 
and post-war credits in the proportion in which the 
whole of the tax had been borne by the annuitant and 
by the estate respectively. 

It is to be hoped that there will now be a final settle- 
ment of the major issues of the problem. 


The case of Berkeley v. Berkeley is the subject of a 
Professional Note on page 213. 


Institute of Municipal Treasurers 
and Accountants 


The resumption of the annual Conferences of the 
Institute of Municipal Treasurers and Accountants on 
June 18 to 21 brought together a large number of 
members and their friends to Blackpool, where, under 
the Presidency of Mr. Robert Sutcliffe, F.S.A.A., Borough 
Treasurer of Middlesbrough; the conference was wel- 
comed by His Worship the Mayor of Blackpool. 

Mr. Sutcliffe’s Presidential address, which preceded 
the annual business meeting, covered a review of many 
topical problems, particularly important in municipal 
finance and of public concern. He considered the present 
position in regard to block grants, the inequalities of 
financial burdens, and uniformity of assessments, which 
were discussed by the members from an expert point 


of view. The programme included a paper by Lord 
Balfour of Burleigh on ‘‘ Housing and Urban Develop- 
ment ”—a subject in which Lord Balfour has long 
interested himself—and The Right Hon. James Griffiths, 
M.P., Minister of National Insurance, addressed the 
Conference on the national scheme entrusted to his 
Department. Mr. A. H. Marshall, Ph.D., A.S.A.A., City 
Treasurer of Coventry, dealt with Town Planning Finance 
with special reference to ‘‘ blitzed ” cities ; a subject of 
which Dr. Marshall has had special experience. 

A dinner was given at the Casino, and among the 
guests were the Mayor of Blackpool, Alderman f. 
Woolley (President of the Society of Incorporated 
Accountants), Mr. R. H. Adcock, C.B.E. (the Clerk to 
the Lancashire County Council), Mr. Alderman Clemens 
(Hendon), Mr. Alderman Ernest Shennan (Liverpool), 
Honorary Members of the Institute of Municipal 
Treasurers, and representatives of Government depart- 
ments. Alderman Woolley and Mr. Adcock responded 
to the toast of the guests, which was happily proposed 
by Mr. John Ainsworth, M.B.E., F.S.A.A., Vice-Presi- 
dent and City Treasurer of Liverpool, who at the con- 
cluding meeting was appointed President for the ensuing 
year 


Excellent arrangements involving much thought and 
work were made for the accommodation and entertain- 
ment of, the members and guests. Acknowledgment 
should be made of the generous hospitality of the Mayor 
and Corporation of Blackpool, and of the work of the 
Secretary of the Institute of Municipal Treasurers, Mr. 
Ernest Long, F.S.A.A., in organising, under difficult 
conditions, this successful Conference. : 


BOOK RECEIVED 


Hints on the Study of Elementary Statistics. By 
““Occam.”’ (Gee and Co. (Publishers), Ltd., London. 
Price 4s. net. pp. 52.) 

This book has been prepared to help candidates 
studying for examinations in statistics and for quali- 
fied accountants and fiinancial advisers. It bears 
evidence of being directed largely towards meeting the 
syllabuses of the various professional bodies, and it 
states explicitly that special attention is given to the 
accountant’s requirements. The work is not intended to 
supplant the text-books, but will be most useful in a 
supplementary fashion. It is in no sense a “ crib,’’ but 
seeks to give the student a grasp of the main concepts 
and procedures used in elementary statistics, and to 
help him in applying both his reading and his common 
sense to examination requirements. After an explan- 
ation of the main symbols and abbreviations used by 
statisticians—it is surprising how many students fail 
to do their best in the subject because of lack of com- 
prehension of these essentials—it proceeds to give an 
alphabetical list of the main topics encountered by the 
elementary student, and a concise description of the 
processes involved. There are a number of pungent and 
useful comments on some loose statements appearing in 
certain of the elementary text-books which will, inci- 
dentally, entertain the reader. We strongly recommend 
every candidate for the statistics papers of the pro- 
fessional bodies to obtain a copy of these Hints, to read 
them through carefully from cover to cover, and then to 
keep them for constant reference. From the way “ Oc- 
cam ” leads the student round the pitfalls and over the 
obstacles, it is evident that he is an examiner himself. 
At the end of the work a number of question papers, 
some from the Incorporated Accountants’ examinations, 
are quoted, and explanations given of the problems they 
present. 
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Cheap Money Questions 

After checking the market by opening the new 2} 
per cent. “‘tap’”’ loan a little below ruling prices, the 
Chancellor has characteristically given notice that the 
“tap ”’ will not remain open much longer. Judged by 
the flow of subscriptions, the forcing technique does not 
seem to have worked with its accustomed efficiency. 
As these notes are being written, Mr. Dalton, though 
powerfully assisted by applications from the banks for 
the new Savings Bonds during the early days of the 
“tap,” is only halfway towards his assumed objective 
of £500 million. Close examination of his words and acts 
during the past month suggests that he has lost none of 
his zeal for cheaper money. Certainly, the more generous 
terms of the “tap” issue were not, it would seem, 
conceived by him as a positive anti-inflationary measure, 


_ even though he was evidently impressed by their conse- 


quences on the stock market. But although Mr. Dalton 
calls the tune, he appears to be finding it more difficult 
to get lenders to dance to it. Only £446,000 of the 
£780,000 new 2} per cent. debentures of the Taf Fechan 
Water Board were taken up on conversion, leaving the 
National Debt Commissioners to subscribe nearly 43 
per cent. for cash. This may be a significant result, for 
it is the first of the recent series of 23 per cent. local 
authority issues to be made at par. The presumption 
that Australia’s new 2} per cent. conversion issue was 
not an overwhelming success has not been lessened by 
the surprising decision of the authorities to describe the re- 
sponse as “satisfactory,” and to give no further details. 


Negotiations with Argentina 


A powerful delegation, headed by Sir Wilfrid Eady. 


of the Treasury, left for Buenos Aires at the end of June 
to discuss what are described as ‘‘ economic and financial 
problems.”” The main purpose of the talks is to reach a 
settlement on the future ownership of the British-owned 
railways in Argentina. The sterling balances held by 
Argentina are now of the order of £150 million, and they 
are likely to increase further. The mission’s task, backed 
by official representatives from the Treasury and by 
railway experts, is first to find a solution for the railway 
problem, and then to consider the nature of the funding 
arrangements which should be applied to the residual 
sterling balances after the railway purchase has been 
carried through. The City has been quick to assume 
from the composition of the delegation that a satis- 
factory settlement can be reached. But the purchase 
price for the railways may entail a good deal of hard 
bargaining, for while the nominal value of the capital of 
the railway companies amounts to approximately £250 
million, its current market value is about {90 million. 
A large measure of the depreciation in the value of the 
stocks may be put down to the economic and financial 
policies pursued by successive Argentine Governments 
—-particularly in such matters as railway wages and 
charges, and the fixing of discriminatory exchange rates 
against the railways for their remittances to this country. 
How far Argentina will be prepared to go may depend 
upon her calculations about alternative uses for her 
sterling in buying British exports of capital goods. 
The balances themselves are not sufficient to meet a 
satisfactory cash payment in full and to leave Argentina 


with a sufficient reserve of sterling. 


The Loan and Sterling Balances 

Until the last moment, the progress of the dollar loan 
through the House of Representatives will be chequered 
by shifts in the political wind. As we go to press, however, 


counterpart of the F.C.I. in catering 
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it appears that the uncertainties will be surmounted and 
that the dollar credit will at last be available for tiding 
over Britain’s external payments problem during the next 
three or four years. But the more immediate problems 
which, under the terms of the loan, have to be solved 
within a mere twelve months are the freeing from control 
of sterling arising from current transactions, and the 
settlement of the accumulated balances built up by 
Britain’s wartime creditors. A certain scepticism can 
properly be felt about both problems. - World trade 
conditions have not yet become so sheltered that a 
currency on the defensive, like sterling, can make its 
own passage with ease. As for the balances, about 
which a certain amount of excitement was generated in 
Parliament early in June, Mr. Dalton has confirmed 
Mr. Vinson’s statement to the Banking Committee of 
the House of Representatives that they total £3,500 
million, but he has refused to pursue the suggestions 
which Mr. Vinson put forward for funding and reducing 
them. Britain has no commitment, apart from the 
general undertakings of Article 10 of the loan agreement, 
for settling these claims. But the detailed negotiations 
which must now be undertaken with each of the creditors 
in turn will not be easy, even though they lack a pre- 
determined pattern. 


Finance Corporations’ Business 

Some doubt was expressed in the editorial columns of 
Accountancy when the two industrial finance cor- 
porations were announced last year about the reality 
or the extent of the “‘ MacMillan Gap ”’ which they were 
intended to fill. The consensus of opinion would be that 
good industrial prospects have not, in the past, been 
prejudiced or overlooked for want of financial resources 
to put them into effect. The first report of the Finance 
Corporation for Industry—the large industrial lender, 
which is financed by the Bank of England, the insurance 
companies and the investment trusts—covers a period 
from mid-May, 1945, to March last. By that date, the 
F.C.I. had lent only £254,000, though it had undertaken 
to make further advances totalling £1,080,000. Com- 
pared with the total potential resources of the Cor- 
poration, amounting to {£125 million, such figures 
represent a very small beginning, but it would be 
premature to attempt to reach any judgment about the 
Corporation’s potentialities at this stage, when industry 
is in the midst of reconversion, and the heavy industries, 
which F.C.1. was set up to help, fall to a large extent 
within the nationalisation sector. But F.C.I.’s oper- 
ations are likely to extend into a wider field of industry, 
including engineering and chemicals, than was originally 
contemplated. Lord Piercy, Chairman of the Industrial 
and Commercial Finance Corporation—which is the 
for the smaller 
concern—has disclosed that the I.C.F.C. has contracted 
to lend over £2} million at rates varying between 4 per 
cent. and 44 per cent. 


The Society’s Examinations 


The next examinations of the Society of Incorporated 
Accountants will be held on November 19, 20 and 21, 
1946, at London, Manchester, Leeds, Cardiff, Glasgow, 
Dublin, and Belfast. 

Completed applications on the appropriate forms must 
be received at Incorporated Accountants’ Hall not later 
than Tuesday, September 17. 

Candidates are requested to make their own arrange- 
ments for accommodation. 
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ACCOUNTANCY 


Points from Published Accounts 


Dunlop Rubber 
_ Throughout the war years the accounts of Dunlop 
Rubber were drawn up on a very detailed and in- 
formative basis: the company was, for instance, one 
of the few to give particulars of its E.P.T. payments. 
Now, they tell an even more complete story, thanks in 
part to the relaxation of paper restrictions, in part to 
the receipt of accounts from subsidiaries previously in 
enemy or enemy-occupied territory, and in part to still 
further improvement in accounting practice. The 
less stringent paper control is reflected in the presenta- 
tion of a com tive statement of profits and appro- 
priations showing results from 1938 onwards. There is 
also a comparative analysis of the chief items in the 
consolidated balance sheet, from which it emerges that 
group reserves have risen since 1938 from {5,912,628 
to £10,091,942, with the surplus of net current assets 
expanding from {10,200,626 to £18,463,597. The 
changed political situation has led to a reduction from 
£3,298,520 to {£663,528 in investments in subsidiaries 
not consolidated. This item now mainly represents the 
holding in the Japanese company, about which as yet 
little or nothing is known ; it is largely exceeded by the 
special reserve of 43,750,000 against investments in 
subsidiaries. Including this sum and a future tax reserve 
of £1,363,398, there are total reserves of £10,091,942, 
as compared with an issued share capital of £12,733,023. 
At the balance-sheet date there were also {2,931,011 of 
4 per cent. debentures outstanding, but these are to be 
replaced by a 34 per cent. stock, of which, in view of 
expansion plans, {6 million is to be issued all told. 
A newly-designed profit and loss statement makes a 
clear distinction between trading profit, investment 
income, etc. ({6,358,587) on the one hand and special 
credits (£455,454) on the other, the latter representing 
sundry trading provisions made during the war period 
no longer required less provision for the accumulated 
adverse balance of one of the “ released "’ subsidiaries. 
But the debit of £3,263,461 for taxation, while divided 
into foreign taxation, United Kingdom E.P.T., and 
United Kingdom income tax, is a net sum arrived at 
after deducting adjustments for previous years, the 
amounts of which are not indicated. 

Salts (Saltaire) 

A feature of the Salts (Saltaire) accounts is the 
inclusion this time of a consolidated balance sheet and 
a consolidated profit and loss statement. The net surplus 
recorded by the parent company is £112,636, but in 
addition profits of £22,292 have been retained by the 
subsidiaries. This extra amount has a very real sig- 
nificance when related to the equity capital, for this 
consists only of £60,000 of preferred shares and £60,000 
of ordinary shares—or £120,000 out of a total capitalisa- 
tion of £1,620,000. Allowing for income tax at 9s. 
in the { the retained profits of the subsidiaries actually 
represent additional earnings of 34 per cent. on these 
two classes. As com with reserves and undis- 
tributed profits of £400,755 shown by the parent com- 
pany alone, the figure for the group as a whole is 
£568,821, while the surplus of current assets over 
current liabilities is £1,033,890 for the parent and 
£1,622,626 for the group. These accounts are, indeed, 
an object-lesson i in the value of consolidated statements. 
Their good individual features include the segregation 
of investment income from trading profit; a statement 
of the year’s depreciation, deferred irs and tax 


provisions ; and disclosure of the accumulated depre- 
ciation deducted before arriving at the net book figure 
for the fixed assets. 


Sidiaries), whereas the value placed u 


Associated Newspapers ; 
Considerable changes have been made in the method 
of presenting the accounts of Associated Newspapers. 
Dividend payments are now shown net, instead of gross 
as previously, which means that tax is deducted from 
the whole of profits ; but no hint is given as to the size 
of the tax provision. The trading profit is, indeed, 
arrived at after crediting dividends and interest received 
and after “‘ interest on notes, reserves and taxation on 
all profits to date.’’ The use of the word “ reserves,” 
which suggests optional allocations as opposed to the 
appropriations against specific liabilities conjured up 
by the word “ provisions,” is interesting in view of 
certain balance-sheet changes. The general reserve 
has been raised from {£550,000 to £750,000 and the 
provision for pensions from £300,000 to £800,000, and the 
chairman’s review reveals that these additions of 
£700,000 have been furnished from the contingencies 
reserve. The balance of that reserve (though described 
as a provision) is still bulked with creditors, but on the 
other hand the provision for taxation, also formerly 
included in this item, is now shown separately at 
£300,000. There is a consolidated balance-sheet, as 
well as a consolidated profit and loss account, for the 
subsidiaries. This shows the net assets attributable 
to Associated Newspapers to be £1,247,581 (adjusting 
to allow for a debenture repayment by one of the sub- 
the investments 
in these a, Oye in the parent’s balance-sheet is 
£2,717,477. e separate combined statement for the 
subsidiaries is thus of great interest, for, although good- 
will and copyrights are y shown as having 
been written off by the parent, a large intangible asset 
is, in fact, included in the book entry for investments 
in subsidiaries. All the same, it would be easier to see 
the position at a glance were there to be a consolidated 
statement for the group as a whole: the method 
adopted means that shareholders are left to do a lot of 
bably inexpert) figuring. It is not surprising that 
chairman is led to say: “ It is im gy sega lly atl 
whether the accounts in their present form will com- 
ee satisfy the requirements of future legislation.” 
ere are certainly many points on which they fall 
short of the recommendations of the Cohen Committee. 


Siemens Brothers & Co. 

The benefits of a clear and precise profit and loss 
statement are exemplified in the accounts of Siemens 
Brothers & Co. These show plainly that, whereas 
E.P.T. was a debit of £190,000 last time, on this occasion 
E.P.T. recoverable is a credit of £215,000. This 
explains why net profit has declined only from £340,041 
to £290,888 despite a contraction in trading profit, 
investment income and revenue from subsidiaries from 
£879,739 to £402,183. Merely to have shown trading 
profit after deducting “‘ tax provision less adjustments,” 
as is done all too often, would have been to have con- 
cealed-the steep fall in gross profits, which is, inci- 
dentally, due to the change-over to peace-time production 
and a serious loss of labour. Another reminder that 
war-time conditions in industry- have passed is the 
transfer of the £830,000 previously held in the war 
contingencies reserve to a general reserve. This fund 
makes its a ce at £1,100,000, having benefited 
also from a profit of £270,000 secured on the sale of an 
investment in a subsidiary. These transactions are 
clearly explained, but the accounts are marred by the 
absence of consolidated statements, an omission of some 
consequence since investments in subsidiaries comprise 
£977,444 of an assets total of £6,984,988. 
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RESULTS OF EXAMINATIONS 
MAY, 1946 
Passed in Final 
Order of Merit 
PoLLoTT, Brian Runciman, M.A., H.M. I 

Dudley (First Certificate of Merit and Prize). 

| Alphabetical Order 
BaiLeY, Ernest GrorGE, Borough Treasurer’s Department, 


BEEDLE, ARTHUR, B.Com., Clerk to Pearson & Co., Wolver- 
hampton. 
BEIOLEY, RoBERT FREDERICK, Clerk to Massey and Ellison, 


BowDEN, Harry THORNLEY, Public Trustee Office, London. 

Bussett, Donatp ARTHUR, formerly Clerk to Layton- 
Bennett, Billingham and Co., London. 

Byers, JAMES GRAHAM, Borough Treasurer’s Department, 
AP vey London. 

CARTER, HAROLD CHARLES, Clerk to Cassleton Elliott and 
Co., London. 

CHEESEMAN, CyRit ALFRED Isaac, formerly Clerk to Spain 
Brothers, McNab and Co., Tunbridge Wells. 

CLARK, LESLIE GORDON, Deputy Borough Treasurer, Epsom 
and Ewell Corporation, Epsom, Surrey. 

CLARK, REGINALD GEORGE, Clerk to R. M. M. McLaren 
(Slipper and Co.), London. 

CLEARY, LEONARD JouHN, Clerk to Wilkinson, Chater and 
Co., London. 

GHATALIA, SHATISCHANDRA VIRCHAND, B.Com., Clerk to R. K. 
Dalal (Dalal and Shah), Bombay. 

Hangs, CHARLES VINCENT, Finance Department, Surrey 
County Council, Kingston-upon-Thames. 

HaMILTon, THOMAS JAMEs, a to J. S. McNutt (McNutt 
and McLarnon), Sligo, Eire. 

HARVEY, FREDERICK WILLIAM, Borough Treasurer’s Depart- 
ment, Twickenham. 

LaNnE, JoHN Wattaceg, Clerk to Middleton, Hawkins and 

_ Co., London. 

Lh ee Ernest Crcii, Clerk to Cooper and Kenny, 


O’SULLIVAN, MICHAEL ANTHONY, B.A., Clerk to Purtill and 
Co., Dublin. 

OverRBURY, DERYCK ARTHUR, Clerk to Fred Hargreaves and 
Co., Manchester. 

SmitH, NorMAN Epwarp, Clerk to Henry White and Co., 
London. 

SwaLtow, Lestrze Epwarp, Clerk to Farrow, Bersey, Gain, 
Vincent and Co., London. 

Warinc, JoHN Epmonp, formerly Clerk to Saxton, Brown 
and Co., Barnsley. 

WEBBER, Frapenicx Witiiam, Clerk to Tudor Davies, 

Wetts, Grorce Henry, Borough Treasurer’s Department, 
Poole, Dorset. 

Woop, Wittiam, Clerk to Lysons, Haworth and Sankey, 
Manchester 


r of Taxes, 


SUMMARY OF FINAL— 
Candidate awarded — 1 
Candidates Passed ... so 
Candidates Failed ia, a 


Order of Merit 
Younc, Davip, Borough Treasurer’s Department, Ealing, 
London (First Place Certificate). 
Alphabetical Order 
Bigcs, Lzonarp Ratpu, Clerk to H. G. P. Lewis (Arthur 
Daniels and Co.), Southsea. 
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Society of Incorporated Accountants 


BLAKEMORE, GEOFFREY, Clerk to J. Wild, Manchester. 

Bioomer, Harry Raymonp, Clerk to Peat, Marwick, 
Mitchell and Co., Birmingham. — 

Bow.es, CHARLES HENRY, Clerk to Wall and Tanfield, 
Birmingham. 

Brett, JAMES ARTHUR, Clerk to W. T. Wells (H. Menzies 
and Co.), Kingston-upon-Thames. 

BuckenuaM, GzorGE Tuomas, Clerk to R. N. Sharp (Watson, 
Waddington and Sharp), Doncaster. 

CHERRY, JOHN, Borough Treasurer’s Department, Bethnal 
Green, London. 

CHISHOLM, GEORGE WILLIAM, Clerk to A. J. Ingram and 
Co., Sunderland. 

CLOoNAN, STEPHEN AvuGusTINE, Clerk to P. J. Purtill (Purtill 
‘and Co.), Dublin. 

CooPerR, DoNALD BENJAMIN, Clerk to Poppleton and Appleby, 
Birmingham. 

Crook, Ronatp WittiaMm, Clerk to Hemsley, Miller and 
Co., Slough, Bucks. 

Daniey, Joun Henry, Clerk to Peat, Marwick, Mitchell 
and Co., York. 

FoRDHAM, GrorcE, Treasurer, Hazel Grove and Bramhall 
Urban District Council, Hazel Grove, Cheshire. 

Gorpon, Harry, Clerk to Gane, Jackson, Jefferys and 
Freeman, London. 

Hanson, Harowp, Clerk to S. Snowball (S. R. Fuller and 
Co), Leeds. 

Harris, RONALD, Clerk to C. H. Tranmer (Tranmer and 
Raine), Hull. 

Huaues, Joun, formerly Clerk to Harper, Kent and Wheeler, 
Shrewsbury. 

Lantiri, RABINDRANATH, M.A., formerly Clerk to N. C. 
Chakravarty and Co., Calcutta. 

McGrecor, Donatp HucGu, Clerk to Edgar H. Goddard 
(Thornton and Thornton), Birmingham. 

ei Tuomas WIL.1aM, Clerk to F. W. T. Mills, Wake- 

McMurtry, Ernest, Clerk to Samuel Boyle (Samuel Boyle 
and Co.), Belfast. 

MAIDMENT, VICTOR FRANK, Clerk to Jeffree, Landau, Maynard 
and Son, London. 

MattTHEws, Roy Wittiam, Clerk to A. C. Palmer and Co., 
Leicester. 

MukHopaDEyAy, Srp SANKAR, formerly Clerk to P. K. Mitra 
and Co., Calcutta. 

MULVEY, GERARD Josepn, Clerk to R. L. Reid See and 
Co.), Dublin. 

MuskER, PERCIVAL JAMEs, Clerk s 4 Ri Notley (Lucian J. 
Brown and Notley), Newport, M 

O’NEILL, Micuaet, Clerk to Samuel “7 Moore, Cork. 

Paxton, GRAHAM JOHN James, Clerk to K. W. Buckley, 
Torquay. 

PENDLETON, Haroip, Clerk to Philip Slater (Lithgow, 
Nelson and Co.), Southport. 

Perry, ALBERT Epwarp, Clerk to Stanley W. Simpson 
(Page, Simpson and Co.), London. 

Piums, Joun, Clerk to F. A. Carter (H. N. Bostock and 
Co.), Huddersfield. 

PREECE, THomas Epwarp, Clerk to Duck, Mansfield and 
Co., London. 

REYNOLDS, ow eam Dona.p, Clerk to Allsop and Crabbe, 


RicuHarps, JoHN Wituiam, Clerk to Duck, Mansfield and 
Co., London. 

RipierR, ALAN Sripney, Clerk to George Hulatt (Morton, 
Hulatt and Co.), Belfast. 

RosBerts, STANLEY, Clerk to E. A. Radford, Edwards and 
Co., Manchester. 

Roy, KsuitisH CHanpra, B.A., formerly Clerk to A. M. Roy 
and Co., Calcutta. 

SHarP, MATTHEW WILLIAM, Clerk to Pannell, Crewdson and 
Hardy, London. 
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‘Stracey, Davip Sypney, Clerk to E. C. Malyon (Pawley 
and Malyon), London. 

Sutton, Rona.p, Clerk to J. Hedley Janes, Macclesfield. 

TUCKWELL, Mark Tuomas STANLEY, London, Practising 


Wacner, Nicnoras, Clerk to Samuel H. Moore, Cork. 
__ Whyte, Wittiam Grorce, Clerk to J. H. Whyte, South 
Shields. 
WINTERBOTTOM, DEREK Epwarp, Clerk to Thornton and 
+ Thornton, Oxford. 


SUMMARY OF INTERMEDIATE :— 


Candidate awarded Honours.. 


bene Candidates Passed 


1 
Candidates Failed ... Sr 
Candidates sat 112 


Passed in Preliminary 


ash Order of Merit 


Witson, Eric Gorpon, 15, Hestercombe Avenue, Fulham, 
London, S.W.6 (First Place Certificate). 
Alphabetical Order 
Barnes, Victor Joun, 2, Caillard Road, Byfleet, Surrey. 
Brrp, KEITH FREDERICK, 18, Balmoral Road, Worcester 
Park, Surrey. 
BRADLEY, me gg GranaM, 15, Portway Road, Oldbury, 


Birming ; . 
CHADWICK, Jack, 58, Windermere Road, Reading. 


The annual meeting of subscribers and donors to the Fund 
was held on May 22, Mr. Percy Toothill, Chairman of the 
Trustees, occupying the chair. 

The minutes were taken as read and confirmed. 

Mr. Toothill said: I have first to express the regret of 
Sir Thomas Keens on his inability to be present. I have 
then to move the adoption of the report and accounts for 
1945. I thank all those who contributed to the Fund during 
the past year. The Trustees are grateful for the continued 
interest of members overseas. It is most encouraging to us 
to receive from the beneficiaries of the Fund warm letters of 
appreciation for the help afforded. All the cases with which 
we have dealt present a degree of urgency, and we give 

. assistance up to what our income will permit, with due regard 
to any resources the beneficiaries themselves may have. As 
regards the children, we have seen in many cases fruitful 
results from the aid given. In our administration we have 
had the helpful co-operation of other Funds having parallel 
objects, with advantage to all concerned. 

Our subscriptions in 1945 were increased, largely on account 
of the very acceptable increase in life subscriptions. This 
source of revenue and that of covenant subscriptions become 
of greater importance. A Fund such as this cannot be run 
successfully without increasing capital resources. A propor- 
tionately large addition to capital is necessary to produce an 
increasing revenue. We are giving as much as we can afford 
by way of grants, but relatively to the cost of any reasonable 
standard of living they are very small. 

‘Suggestions have reached the Council of the Society that 
steps should be taken to establish some form of war memorial 
to members and students who fell in the war. The Trustees 
feel that there is no better way of commemorating them than 
by contributing to the Benevolent Fund. I have to 
with much regret, that Mr. R. P. Phillips, a Vice-President, 
died while in internment in Japanese hands. 

‘Finally, I should like to express my appreciation of the 
support of the Trustees. 

Mr, Walter Holman seconded the motion for the adoption 
of thé report, and it was carried unanimously. 

Sir‘Thomas Keens, D.L., was re-elected President of the 


StaGG, WILLIAM SIDNEY Francis (Thorby, Hamilton, Stagg 
‘ “and Co.), Chadwell Heath, Essex, Practising Accountant. 


INCORPORATED ACCOUNTANTS’ BENEVOLENT FUND 


Cremas, LIONEL WALTER RicHARD, 32, Phyllis Avenue, 


New Malden, a 
Davison, Ivan, 21, Clonavon Avenue, Portadown, Co. 


Armagh. 

Exuts, SHema, 81, Parkside Avenue, Romford. + 

Fow.er, Bryan Epwarp, 44, Suffolk Street, Gloucester. 

GmLtEaDE, JoHN Kerr, 18, Fairfield Drive, Ashton-on- 
Ribble, Preston. 

Hampton, Epwarp, 100, Handsworth Crescent, Bowstead 
Estate, Sheffield. 

Lea, Conrap RicHaRD HitspEeNn, 74, Palmerston Road, 
Wimbledon, London, S.W.19. 

Lomas, BERNARD, 47, Abel Street, Burnley. 

Moore, ARTHUR GEORGE, 7, South Street, Ellistown, Leices- 
ter. 


PoTTLE, ALAN CHARLES, 19, Marnell Way, Hounslow West, 
5 Henry, 20, Ashgrove Road, Redland, 
PEP oy UEC 7, Bridge Street, Cardiff. 

TAVENER, KENNETH WILLIAM, 11, Golf Terrace, Fairfield, 
TanwrietD, Dewxts WALTER, 31, Carmarthen Street, Glouces- 
wour bee Lan Deed nolo 


SUMMARY OF PRELIMINARY :— 


Candidate awarded Honours.. 1 
Candidates Passed oe ae 
Candidates Failed . 3 
Candidates sat 44 

a oeeeeael 


Fund. It was mentioned that Sir Thomas and Lady Keens 
had lately celebrated their golden wedding, and the meeting 


* sent a message of congratulation, wishing them long life and 


good health. 

The Vice-Presidents and the Trustees were re-elected for 
a further term. 

Mr. T. O. M and Mr. J. W. Richards 


seconded the re-election of Mr. W. Southwood Smith as 
Honorary Auditor, with an expression of gratitude to him for 
the service he had already rendered. This was agreed 
unanimously. 

A vote of thanks to Sir Thomas Keens, Mr. Percy Toothill, 
and the other Trustees was carried with acclamation. 


Fifty-Third Annual Report of the Trustees 

The accounts for the year ended December 31, 1945, are 
printed on next page. 

The Trustees welcome this opportunity of expressing 
their thanks to all who have contributed to the fund in 1945, 
and to the Committees of the British Dominions for their 
valuable support. 

The revenue of the fund at £2,524 shows an increase on 
1944, and life subscriptions and donations have also shown 
a marked increase. The Trustees wish to acknowledge a 
legacy of £100 from a former subscriber to the fund. The 

increased revenue has enabled the payment of more liberal 
grants in certain needful cases. Grateful letters from 
recipients show how welcome these have been in such difficult 
times. 

The aggregate of grants in 38 cases amounted to £2,107, 
compared with £2,092 in 1944, when there were 41 cases. 

Again this year a large proportion of the grants have been 
made. to assist with the support and education of children 
of deceased members. In most cases such grants are likely 
to continue for some years, or until the children are trained 
for a career. 

The Trustees regret to report the death of Mr. Richard 
P. Phillips, of Penang, a Vice-President of the fund, and a 
generous donor. 

The expenses of the Fund have been confined to the 
necessary outlay for printing and postages. 
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Wipows AND DEPpENDANTs OF DEcEASED MEMBERS 


ACCOUNTANCY 232. 


PARTICULARS OF GRANTS FOR TWELVE MONTHS, JANUARY 1 TO DECEMBER 31,1945 . . 
. Number Amounts previously 


Str James Martin Memortat Funp 


,000 Metropolitan Water ‘ B’ 3 per cent. Stock 
lg Cees et AASEEES SE get 


Sm James Martin Memoriat Funp— 
a= 3 per cent. Local Loans 

t00 at per cent. Guaranteed Stock 

2 cent. Consolidated Stock ... ons 

15 16s. 4 per cent. Annuities oov ove 


3,547 3,547 


‘482 Os. Od. 4 cent. Consolidated Stock ont 
t value of all Securities at December 31, 


1945, £25,495) 


Epirxn SenpeL, Funp— i 
% per 500 


’ 300 Commissioners OF INLAND Revenue for Refund of 
. 22,321 1 £23,807 
ee £28,897 £22,32 


PERCY TOOTHILL, Chairman of Trustees.” 
de ahora ised ecahy eabinabe ig amcinente ome. male ter ae ot I have also verified the Securities of the Fund 


W. SOUTHWOOD SMITH, 
61, West Smirurie_p, Lonpon, E.C.. I Accountant, 
April 29, 1946. Hon, Auditor. 


DISTRICT SOCIETIES AND 


BRANCHES | 


SOUTH AFRICAN (NORTHERN) BRANCH 


The forty-fourth annual general meeting of the South 
African a tiie Branch was held at Johannesburg on 
a tg ghee 

Mr. J. Stewart, Chairman of the Branch, welcomed those 
members who had returned from active service. Eighty-two 
members and 98 articled clerks were known to have served 
in H.M. Forces, and twelve articled clerks had fallen. 

He urged those whose training had been interrupted by 
war service to cover the whole field of study normally pre- 
scribed, and to remain in a professional office until they had 
passed the Final Examination. War service provided a 
training in character and ability to deal with difficulties which 
could not always be obtained in civilian life, and this was 
recognised by the generous allowances made in the periods of 


- 


practice of an annual social 
gathering, and perhaps they could institute Refresher Courses 
similar to those held by the te in England. The Com- 


The Branch would resume the 


mittee had appointed Mr. R. E. Grieveson as Assistant 


Honorary Secretary. 

The report and accounts were unanimously ad  . 
was resolved to give fifty guineas to the People of Britain 
Fund. 


Mr. A. J. T. Goldby was elected to the Committee. The 
retiring auditor,-Mr. A. B. Ryan, F.S.A.A., was re-elected. 
The meeting closed with a vote of thanks to the Chairman. 


Report 

' The membership of the Branch is 262, including 61 Fellows, 
and 201 Associates. The Committee regrets to record the, 
deaths of two members, and that four articled clerks died on 
‘active service. 

The Research Committee, comprising tatives of 
the University of the Witwatersrand, the Transvaal Sacie 
of Accountants, and this Branch of the Society, has 


‘> 
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Co. Cases Grants grants were renéwed 
871 4455 | 
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ead SSSSS00000800558505805005 , 
REVENUE ACCOUNT nw 
ad, For the year ended December $1, 1945 ‘ y 
oe  ——— —  TTCTTtttttEiitiirCrttCtrttCttir CCC LC Ci ..$<.—.<.<.—— 
1944 EXPENDITURE 1944 INCOME 
a. «54 Printing and Postages £4 1489 Subscriptions * hor 
2,092 Grants ee ae ap a: Se ae ae _ 896 Refund of Tax on Covenanted Subscriptions “ -.. 1.428 
ot 291 Balance being surplus for year carried to Balance Sheet ... 340 752 Dividends on Investments (including Income Tax recovered) .:i!' 795 
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a preliminary memorandum on the valuation of shares in 


_ companies and of goodwill for estate duty purposes. This 


was submitted to the Branch Committee, and constructive 
suggestions were made. Thanks are due to the Branch 
tatives on the Research Committee, Mr. K. L. Smith 
and Mr. R. B. Sinclair. It is hoped eventually to produce a 
final memorandum suitable for publication. 
Mr. L. P. Kent has joined the Branch Committee as a 
representative of non-practising members. His advice and 
assistance have been much appreciated. 


Atasu uent meeting of the Committee, Mr. B. A. Key 
was elected Chairman of the Branch, and 3. A. S. Aiken 
ice-Chairman. 
LIVERPOOL 


Report 
The membership of the Society at March 31, 1946, was as 
follows: Fellows 58, Associates 253, Students 319 ; total 630. 


: Keposeinetety 140 members were serving in H.M. Forces 


to them the Society sends its warmest greetings. 

In November, 1945, the Liverpool District Society cele- 
brated its fiftieth anniversary, and to mark the occasion a 
dinner was held. The principal guests were: The Lord 
President of the Council (The Rt. Hon. Herbert Morrison, 
P.C., M.P.), The Lord Mayor of Li 1 (The Rt. Hon. 
_The Earl of Sefton, D.L., J.P.), Alderman F. Woolley, J.P., 
F.S.A.A. (President of the Parent Society), The Rt. Hon. 
Viscount Leverhulme, The Lord Bishop of Liverpool (The 
Rt. Rev. Dr. C. A. Martin, D.D.), Major R. H. Thornton, 
M.C., M.A., J.P. (Chairman of the Liverpool Chamber of 
Commerce). 

On January 25, 1946, a dance was held, attended by 300 
members and guests. 

Four joint meetings with the Liverpool Society of Chartered 
Accountants took during the year. 

A series of six discussion meetings for students was held 
early in 1946. Thanks are due to those members who kindly 
presided and opened the meetings. 

Arrangements have been made for a course of lectures on 

ional subjects to take place twice weekly at the 

i : l Incorporated Accountants’ Hall, commencing on 

y i \ 


It is hoped that arrangements may be made for full-time 
study courses for returning Service members at the City 
College of Commerce in the near future. Discussions are 
taking place between the representatives of the local 
accountancy bodies, the College of Commerce and the 
Ministries of Education and Labour. 

The Universities scheme announced in 1945 has been 
addpted by the Liverpool University and commenced in 
October last. Several candidates have commenced studies 


- under the scheme. The District Society was represented 


on the University Joint Sub-Committee by Mr. J. Boucher 
and Mr. J. C. Summerskill. 
The Research Committee of the Parent Society, in order 


_ to extend its work among a larger number of the members, 


has invited the support of the District Societies. It is, 
therefore, proposed to appoint a special committee and small 
groups of members and others, for the purpose of discussing 
professional subjects and to prepare reports. 

The Liverpool Incorporated Accountants’ Hall has been 
used extensively during the year for many types of meetings. 
It is hoped that during 1946-47 the earnest support of all 
members will be given to the Society’s activities. Coffee 
continues to be served at the Hall each Saturday morning 
at 11 a.m. Student members are particularly invited. 

Mr. Charles M. Dolby does not seek re-election as Hon. 
Treasurer. The members of the Committee record their 
grateful thanks to Mr. Dolby for his valuable contribution 
to the work of the District Society as Hon. Treasurer for the 
past twenty-three years. 

The retiring auditor is Alderman R. Duncan French, J.P., 
who does not seek re-election. The Society’s thanks are due 
to Alderman French for acting as Hon. Auditor for 12 years. 


INCORPORATED ACCOUNTANTS’ 


GOLFING SOCIETY 
A suggestion has been made to revive the activities of the 
ted Accountants’ Golfing Society. ‘ 
~It is requested that members in any part of the country 
who are interested and would like to give support to the 


Golfing Society, will communicate with the Secretary of the 
Society at Incorporated Accountants’ Hall. 

It is proposed to arrange a meeting for a day on a ¢ourse 
near London. An opportunity will be taken to hold a business 
meeting to appoint a Captain, Hon. Secretary, and other 
officers, and generally to resume the activities of the Golfing 
Society. The meeting must necessarily be during the week, 
that is on a day other than Saturday or Sunday. 


PERSONAL NOTES 


Mr. A. Dunstan Adams, O.B.E., M.C., E.D., F.S.A.A., 
having been released from H.M. Forces, has recommenced 
practice at Corner House, Hardinge Street (P.O. Box 1500), 
Nairobi, Kenya. 

The announcement in our June issue should have read 
that Messrs. Butterell and Ridgway, 21, Parliament Street, 
Hull, have admitted into partnership Mr. Gilbert Bullard, 
A.C.A. (not Ballard, as incorrectly given). 

Mr. John C, Flay, O.B.E., T.D., J.P., Incorporated Accoun- 
tant, is now practising under the style of John Flay and 
Co., at Bank Buildings, Bank Street, Worcester. 

Messrs. Prior and Palmer, Incorporated Accountants, 
General Buildings, Bridlesmith Gate, Nottingham, have 
admitted Mr. R. F. Prior, A.C.A., A.S.A.A., and Mr. F. S. 
Bentley, A.S.A.A. The firm name will be unchanged. 

Messrs. Kemp, Chatteris and Co., 1, Throgmorton Street, 
London, E.C.2, have admitted Mr. F. V./Sinden, Incorporated 
Accountant, into partnership. 

Messrs. Smallfield, Lindsay Fynn, Fitzhugh, Tillett and 
Co., 29, Palace Gate, London, W.8, announce that the 
following have been admitted as ers: Mr. W. E. Fitz- 
hugh, B.Com., F.C.A., F.S.A.A., Mr. F. R. Tillett, M.A., 
F.C.A., F.S.A.A., and Mr. E. T. Peckham, A.C.A., A.S.A.A. 

Mr. H. E. Sheppard has taken Mr. Alfred Whittam into 

rship. They will practise under the style of Sheppard 
and Whittam, Incorporated Accountants, at 49, Marlborough 
Hill, St. John’s Wood, London, N.W.8. 

Messrs. Roberts and, Pascho, ny oe Accountants, 
2, Ermington Terrace, Mutley Plain, Plymouth, have been 
joined in partnership by Mr. S. G. T. Holmes, Incorporated 
Accountant, 

Mr. Robert B. Walker, F.S.A.A., has admitted his son, 
Mr. Frank H. Walker, into partnership. The practice will 
be carried on at 1, Richmond Terrace, burn, under the 
style of Robt. B. Walker and Son. 

Messrs. Cole, Dickin and Hills, London, announce that: 
(1) They have taken into partnership Mr. Donald A. Jackman, 
Chartered Accountant. The style of the firm will remain 
unchanged. (2) An associated firm, Cole, Dickin and Hills, 
Chartered Accountants, has been established at 29, Victoria 
Street, Grimsby, with Mr. Malcolm J. H. Morton, M.A., 
A.C.A., as resident partner. (3) An associated firm, Cole, 
Dickin and Hills, has been established at 29, Market Square, 
St. Neots, Hunts., with Mr. Richard N. Price, F.S A A., as 
resident partner. (4) An associated firm, Cole, Dickin and 
Hills, Chartered Accountants, has been established at 16a, 
Southgate, Sleaford, with Mr. P. G. Grant, A.C.A., as resident 
partner. (5) Mr. R. N. Price, F.S.A.A., has also been ad- 
mitted a partner to the associated firm of Cole, Dickin, Lewis 
and Co., of 2, Post Office Terrace, Cambridge, the style 
this firm also remaining unchanged. ; 


REMOVALS 

Mr. H. A. F. Brookes, Incorporated Accountant, has 
removed his offices to 7-8, Commutation Row, Liverpool, 1. 

Messrs. W. B. Keen and Co., Chartered Accountants, 
announce that they have returned to the City, at Finsbury 
Circus House, Blomfield Street, London, E.C.2. Mr. H. H. 
Keen,. M.A., F.C.A., has retired from the firm, having ac- 
cepted an appointment at the University of Oxford. . 


OBITUARY{ 


LESLIE MILLS ANTHONY 

We record with regret the sudden death recently at the 
early age of 38, of Mr. Leslie M. Anthony, A.S.A.A., Swansea. 
After serving his articles, he remained on the staff of Messrs. 
Brinley Bowen, Mills and Co., and was taken into partnership 
on September 30 last. He was actively interested as Senior 
Warden in A.R.P. work during the war, and had had many 
other local interests. His early demise is greatly deplored 
by his many personal and business friends. 
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